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Municipal Manager's approval of annual financial statements 


I, Nxumalo W M, Acting Accounting Officer of the uPhongolo Local Municipality, am responsible for the 
pr ? ara / l0n of these annual financial statements, which are set out on pages 6 to 61 in terms o P f Section 126m 
of the Municipal Finance Management Ac. and which i have signed on behalf of the Mun» ' ’ 

The reports and statements set out on pages 6 to 61 and appendix 62 to 76 comprise the annual financial 
Pradto!s t rr W R rm t,aVe be6 " prepared in ““"tana* ™th the Standards of Generally Recognised Accounting 
A^-n m G p AP “ pr8scnbed by the M,mster of Finan “ in terms of General Notice 516 of 2008 and the 

dSS n t T as 861 out in the Accounting Standards Board (ASB) directives read together with 
directive 3 transitional provisions for low capacity municipalities. 

L?JiV hat tbe , s8 ^ r ' 9s ' allowa nces and benefits of Councillors, loans made to Councillors if any and 
payments made to Councilors for loss of office, if any, as disclosed in note 27 of these annual Zncdl 
statements are within the upper limits of the framework envisaged in Section 219 of the Constitution read with 

° f PUb ' iC ° ffiCer BearefS ACt (AM No ' 20 of 1998 > and tba Minister of Previnca" and Lo^l 
Government s determination in accordance with this Act. 



Acting Municipal Manager 
Date: 31 August 2017 
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uPhongolo Local Municipality 

Satement of Financial Position 
as at 30 June 2017 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Trade and other receivables from non-exchange transactions 
VAT receivable 
Prepayments 

Non-current assets 

Property, plant and equipment 
Intangible assets 
Investment property 
Heritage assets 

Total assets 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
Current provisions 

Current portion of unspent conditional grants and receipts 
Current portion of long-term borrowings 
Current portion of finance lease liability 


Restated 

Note 2017 2016 

R R 


82,934,866 82,882.687 


2 

1,603,862 

9,774,199 

4 

7,411,447 

8,409,835 

5 

66,661,776 

53,791,389 

14 

7,208,521 

10,361,908 

6 

49.260 

545.356 


434,019,396 

372,195.514 

7 

354,056,438 

305,710,062 

8 

262,013 

349,507 ; 

9 

79,630,000 

66,065.000 

10 

70.945 

70.945 





516,954,262 

455,078,201 


49,421.752 

51,914.844 

11 

36,235,739 

32,961,726 

12 

2,507,818 

1,724,477 

14 

6,008,181 

5,896,196 

15 

2,211,354 

7,690,193 

16 

- 

243,236 

17 

2.458 660 

3.399.016 


Non-current liabilities 

Non-current portion of finance lease liability 

Non-current provisions 

Revenue received in advance 

Defined benefit plan obligations 

Total liabilities 

Net assets 

NET ASSETS 

Accumulated surplus 

Total net assets 



16,043.638 

16.140.819 

17 
14 i 

46 I 

2,646,900 

9,939,830 

341,542 

3.115.366 

3,745,218 
8,914,147 
456,134 
3.025 320 





65,465,390 

68,055,863 


451,486,872 

387,022,538 


451,468,872 

387,022,538 


461,488,872 387,022,838 
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uPhongolo Local Municipality 

Statement of Financial Performance 
for the year ending 30 June 2017 


revenue 

Revenue from exchange transactions 

Service charges 

Rental of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding receivables 
Licences and permits 
Other income from exchange transactions 

Revenue from non-exchange transactions 

Property rates 

Fines 

Government grants and subsidies 

Total revenue 

EXPENSES 

Empjoyee related costs 
Remuneration of councillors 
Contribution to provisions 
Debt impairment 
Collection costs 

Depreciation and amortisation expense 
Repairs and maintenance 
Finance costs 
Bulk purchases 

Electricity expense- free basic services 
Contracted services 
General expenses 

Total expenses 

(Profit)/Loss on disposal of assets 
Impairment loss 
Fair value gain 

Surplus for the period 


59,020,028 

44,507,885 
745,718 
1,292,521 
9,066,176 
1,360,951 | 
2,046.777 1 

201,029,598 

31,402,246 

202,274 

169,425,078 

260,049,826 


206,688,662 

276,708 

2,182,922 

(13,565.000) 

64,466,334 


Restated 

2016 

R 


51,995,465 

40,754,026 
709,472 
1,615,135 
5,119,151 
1,488,674 
2,309.007 

186,999,432 

26,832,648 

258,632 

159,908.152 

238,994,897 


70,715,687 

64,216,923 

8,264,176 

7,757,782 

2,427,390 

(492,149) 

14,019,428 

13,507,390 

220,739 

121,214 

9,189,795 

7,678,900 

4,697,873 

6,458,710 

887,541 

(569.913) 

26,191,668 

25,370,106 

1,657,011 

2,450,840 

24,466,888 

20,731,400 

1 43.950.466 

38.820.790 


186,051,993 

(276,768) 

43,062 

(7,270.000) 

60,446,610 



uPhongolo Local Municipality 

Statement of Changes in Net Assets 
as at 30 June 2017 


Balance at 30 June 2016 as previously reported 

Correction of prior penod errors 


Restated balance at 30 June 2016 


Surplus for the period 
Balance at 30 June 2017 


Balance at 30 June 2015 as previously reported 
Correction of prior period errors 


Restated balance at 30 June 2015 


Surplus for the period 
Correction of prior period errors 

Balance at 30 June 2016 


Accumulated 

Surplus 

R 

Total: Net 

Assets 

R 

387,345,979 

387,345,979 

(323,441) 


(323,441) 

387,022,538 

387,022,538 

64,466.334 


64,466.334 


451,488,672 _451,488,872 



387,022,538 _ 387,022,538 
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Cash Flow Statements 
as at 30 June 2017 


Note 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts 

Sale of goods and services 
Grants 

Other receipts 
Payments 
Employee costs 
Councillors allowances 
Suppliers 
Other payments 

Net cash flows from operating activities before int 
Interest income 
Interest paid 

Net cash flows from operating activities after interest 

CASH FLOWS FROM INVESTING ACTIVITIES 

of Property, plant and equipment 
Decrease in other property, plant and equipment 
Proceeds from disposal of assets 
Purchase of intangibles 
Decrease heritage assets 
Decrease/(lncrease) in loans and receivables 

Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Unspent conditional grants and receipts 
Repayment of borrowings 
Proceeds from finance tease liability 
Repayment of finance lease liability 

Net cash flows from financing activities 

Net increase / (decrease) in cash and cash equivalents 
Net cash and cash equivalents at beginning of period 
Net cash and cash equivalents at end of period 


icipality 


2017 

R 

Restated 

2016 

R 

216,885.868 

216,029,482 

50,764,422 

161,968,000 

4,153.446 

51,778,881 

159,734,000 

4.516.601 

(166,858.305) 

(167,769.317) 

(70,715,687) 

(8,264,176) 

(86,221,431) 

(1,657,011) 

(64,216,923) 
(7,757,782) 
(93,343,772) 
(2,450,840) 


f 50,027.563 

48,260.166 

10,358,697 

(887,541) 

7,304,199 

59,498,719 

55,864,364 

(59,908,306) 

(59,939,493) 

309,536 

(347,584) 

- 


(59,908,306) 

(59,977,541) 

(5,478,839) 

(243,236) 

1,360,345 

(3,399.019) 

(2,645,480) 

(265,979) 

6,349,585 

(2,387.865) 


(7,760,749) 

(8,170,336) 

9,774.199 

1,060,261 

(3,362,916) 

13,137,115 

1,603,863 

9,774,199 
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uPhongolo Local Municipality 

Satement of Financial Performance 
as at 30 June 2017 

Statement of Comparison of Budget and Actual Information 


Statement of Financial Performance 
Revenue 

Revenue from exchange transactions 

Service charges 

Rental of facilities and equipment 
interest earned - external investments 
Interest earned * outstanding receivables 
Licences and permits 


Other income from exchange transactions 


Total revenue from exchange transactions 


Revenue from non-exchange transactions 

Property rates 

Fines 

Government grants and subsidies 

Public contributions and donations _ 

Total revenue from non-exchange 
transactions __ 


Total revenue __ 

Expenses 

Employee related costs 
Remuneration of councillors 
Debt impairment 
Collection costs 

Depreciation and amortisation expense 

Repairs and maintenance 

Finance costs 

Bulk purchases 

Contracted services 

Electricity expense- free basic services 

General expenses 

Total expenses 

(Gain)/Loss on disposal of assets 
impairment loss 

Gain on fair value adjustment 


Approved 

Budget 


Budget 
Adjustments 
R 


Final Budget 
R 


Actual 

Outcome 

R 


45,412,261 

674,320 

1,968,356 

5,458,014 

1,610,530 


1 , 846,860 


56,970.341 


26,161,735 

441,292 

170,966,000 


66,760,144 

8,276,502 

10,084,396 

8,802,762 

11,797,959 

1,105,577 

27,021,125 

17,109,059 

4,947,964 

40,843,668 


(2,932,932) 42,479,329 44,507,885 

674,320 745,718 

(448,356) 1,520,000 1,292,521 

962,406 6,420,420 9,066,176 

1,421,805 1,360,951 

83,127) 1.763.733 2,046,777 


2,690,73 4) 54,279,607 59,020,028 


5,405,830 31,567,565 31,402,246 

441,292 202,274 

3,251,552 174,217,552 169,425,078 


254,539,368 5,966,648 260.506.016 260,049,626 


3,115,376 69,875,520 

129,830 8,406,332 

- 10.084 396 


1,000,000 

6,557,628 


1,514,424 


8,802,762 
11,797,959 
2,105,577 
27,021,125 
23,666,687 
4,947,964 
42,358,092 


70.715.887 
8,264,176 

16 446818 
220739 
9,189,795 
4,697,873 
887,541 
26,191,668 

24.466.888 
1,857,011 

43,950,466 


276,708 
2,182,922 
(13,565,000) 


Difference 
between budget 
and actual 
R 


(2,028,556) 

(71,398) 

227,479 

(2,645756) 

60,854 

(283.044 


4 , 740,421 


165,319 

239,018 

4,792,474 


197,569,027 8,657,382 206,226,409 201,029,596 5,196,811 


456,390 


(840,167) 

142,156 

(6,382,422) 

(220,739) 

(387,033): 

7,100,086 

1,218,036 

829,457 

(800,201) 

3,290,953 

(1,592,374) 


196,749,156 12,317,258 209,068,414 206,668,662 2,377,752 


(276,708) 

(2,182,922) 

13,565,000 


57,790,212 (6,350,010) 51,439,602 64,466,334 (13,026,732) 


Surplus / (deficit) for the period 












uPhongolo Local Municipality 

Cash Flow Statement 
as at 30 June 2017 

Statement of Comparison of Budget and Actual Information 



Approved 

Budget 

R 

Budget 

Adjustments 

R 

Final Budget 

R 

Actual 

Outcome 

R 

Difference 
between budget 
and actual 

R 

Cash Flow Statement 






Receipts 

Taxation 

. 

_ 




Sales of goods and services 

55,309,306 

. 

55,309,306 

50,764,422 

4,544,884 

Grants 

170,966,000 

(6,444,000) 

164,522,000 

161,968,000 

2,554,000 

Interest received 

7,384,570 

555,850 

7,940,420 

10,358,697 

(2,418,277) 

Other receipts 

Payments 

4,547,264 

- 

4,547,264 

4,153,446 

- 

Employee costs 

Suppliers 

(148,553,881) 

(11,376,000) 

(159,929,881) 

(78,979,863) 

(95,692,587) 

(80,950,018) 

95,692,587 

Interest paid 

(1,105,577) 

- 

(1,105,577) 

(887,541) 

(218,036) 

Other payments 

(4,947,962) 

- 

(4,947,962) 

(1,657,011) 

(3,290,951) 

Net cash flows from operating activities be 

83,599,720 

(17,264,150) 

66,335,570 

50,027,563 

15,914,189 

Interest income 

7,384,570 

555,850 

7,940,420 

10,358,697 

(2,418,277) 

Interest paid 

(1,105,577) 

- 

(1,105,577) 

(887,541) 

(218,036) 

Net cash flows from operating activities afl 

89,878,713 

(16,708,300) 

73,170/413 

59,498,719 

13,277,878 

Cash Flows From Investing Activities 

Purchase of fixed assets (PPE) 

(74,658,000) 

(2,673,183) 

(77,331,183) 

(59,908,306) 

(17,422,877) 

Proceeds from sale of fixed assets 

- 


_ 



Proceeds from sale of investments 



m 



Decrease in heritage assets 

. 





Decrease/(lncrease) in Loans and receivables 

. 


m 



Movement 

- 


- 

- 

• 

Net cash flows from investing activities 

(74,658,000) 

(2,673,183) 

(77,331,183) 

(59,908,306) 

(17,422,877) 

Cash Flows From Financing Activitias 

Proceeds from borrowings 

Unspent conditional grants 

3,050,000 

11,950,000 

15,000,000 

(5,478,839) 

15,000,000 

Repayment of borrowings 

(3,470,307) 

(529,639) 

(3,999,946) 

(243,236) 

(3,756,710) 

Proceeds from finance lease liability 

- 

- 

- 

1,360,345 

(1,360,345) 

Repayment of finance lease liability 

- 

- 

- 

(3,399,019) 

3,399,019 

Net cash flows from financing activities 

(420,307) 

11,420,361 

11,000,054 

(7,760,749) 

13,281,984 

Net increase / (decrease) in cash and cash 

equivalents 

Net cash and cash equivalents at beginning 

8,521,413 

(8,516,972) 

4,441 

(8,170,336) 

8,174,777 

of period 

Net cash and cash equivalents at end of 

10,564,095 

(789,896) 

9,774,199 

9,774,199 

* 

period 

19,085,508 

(9,306,866) 

9,778,840 

1,603,863 

8,174,777 
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uPhongolo Local Municipality 

Statsmant of Comparison of 8uck*»t and Actual Informatior 
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uPhongolo Local Municipality 

Summary of Significant Accounting Policies 
for the year ending 30 June 2017 


1 Accounting Policies 

1.1 Basis of Accounting 
Basis of presentation 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice 
(GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set out befow. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a 
Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year’s financial statements, 
unless explicitly staled. The details of any changes in accounting policies are explained in the relevant policy. 

Presentation currency 

These annual financial statements are presented in South African Rand, which is the functional currency of the 
municipality. 

Going concern assumption 

These annua) financial statements have been prepared on the assumption that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

1.2 Significant Judgments and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect 
the amounts represented in the annual financial statements and related disclosures. Use of available information and 
the application of judgement is inherent in the formation of estimates. Actual results in the future could differ from 
these estimates which may be material to the annual financial statements. Significant judgements include: 


Post-retirement benefits 

The entity provides post-employment benefits for its officials. These benefits are provided as defined contribution 
plans. The entity identifies as defined contribution plans any post-employment plan in terms of which It has no 
obligation to make further contributions to the plan over and above the monthly contributions payable on behalf of 
employees (for example in the event of a funding shortfall). Any other plans are considered to be defined benefit 
plans. 

The present value of the post retirement obligation depends on a numbef of factors that are determined on an 
actuarial basis using a number of assumptions. The assumptions used in determining the net cost (income) include 
the discount rate. Any changes in these assumptions will impact on the carrying amount of post retirement 
obligations. 

The municipality determines the appropriate discount rate at the end of each year using the actuarial valuation. This is 
the interest rate that should be used to determine the present value of estimated future cash outflows expected to be 
required to settle the medical obligations. In determining the appropriate discount rate, the Municipality considers the 
interest rates that are best approximated by reference to market yields at the reporting date on government bonds that 
are denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the 
terms of the related medical llaiblity. 

Retirement funds 

The municipality contributes towards retirement benefits of its employees to the under-mentioned pension funds: 

- Natal Joint Municipal Pension Fund 

- Government Employees Pension Fund 

- Municipal Gratuity Fund 

- SALA Pension Fund 

Councillors do not contribute to any pension fund. 
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uPhongolo Local Municipality 

Summary of Significant Accounting Policies 
for the year ending 30 June 2017 

* been pa*. Convey an a*e, * recognised to », extent .ha, any contnbuton, ha» been^dSlT 

Post employment medical cam benefits 

SSpraSS—SSr 

Provision for impairment of trade receivables 

weseTJS * ?’’?*"" *• me ‘ aum > **» between the caring amount of the assets and the 

StemtSSZZZT "" h" - °" ^ »"* «—« -"» ^=«ve interest 

Impairment of non-financiai assets 
Recognition 

asse f s « * each reporting date whether there is an indication that an asset may be impaired Where the 


Measurement 

Cash generating assets are those assets held by the municipality with the primary objective of Generation * 
mun£S " * mannSI **» « » * a P~nt*ted 

IH?™S n J!S!Il r ,l“ VeF,,t,,e am0urt (0r recovera6te «"l<* amount) of an asset the entity evaluates the assets to 
determine whether the assets are cash generating asseis or non-cash generating assets 

awe? in _ g f net * in9 assetJ ,t,e v f lue “« » «emined as a function of the discounted future cash flows from the 
r^n u^tf 9 va ‘ ue - |n ' u « tof baeNfenerating assets, the estimated future cash Bows are “»coun£ TSwT 

£*2 , va * us,n 8 « t ” , “ unl ’** «w reflect, current market assessments of the timevWuerf 
speaflc to the asset, in determining ft* value less costs to self other fair value indicators ar7u«^ 

Non-cash generaiing assets are asseis other than cash-gene-aling assets 

asse ’ ,he re “ vereb< amount * a «"«■» *•»°<•» »— *> 

Impairment losses of continuing operations are recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset Performance in those 

Reversal of impairment 

Slzr l °“ * ’**’** lhere has ^ * <*a"9« m the assumptions used to 

thaflhl ?! “•** * abte amourrt * irvx fast impairment loss was recognised The reversal is limited so 
that the carrying amount of the asset does not exceed its recoverable amount, n^exoeed tSSSS mESES 

wotrfd have been determined, net of depreciation, had no impairment toss been recognised for the asset in prior wears 
fn Staremem of Financ «‘ P»rtormance untoss the 
amount, m which case the reversal is treated as a revaluation increase. 
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Impairment of non-financial assets 


Property, plant and equipment 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable 
amount (or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable 
service amount) and an impairment toss is charged to the Statement of Financial Performance. 

Where items of property, plant and equipment have been impaired, the carrying value is adjusted by the impairment 
loss, which is recognised as an expense in the Statement of Financial Performance in the period that the impairment 
is identified. 

An impairment is reversed only to the extent that the asset's carrying amount does not exceed the carrying amount 
that would have been determined had no impairment been recognised. A reversal of the impairment is recognised in 
the Statement of Financial Performance. 

Intangible assets 

The entity tests intangible assets with finite useful lives for impairment where there is an indication that an asset may 
be impaired. An assessment of whether there is an indication of possible impairment is performed at each reporting 
date. Where the carrying amount of an item of an intangible asset is greater than the estimated recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service 
amount) and an impairment toss is charged to the Statement of Financial Performance. 

Irrespective of whether there is any Indication of impairment, the municipality also tests intangible assets with an 
indefinite useful life or intangible assets not yet available for use for impairment annually by comparing its carrying 
amount with its recoverable amount. This impairment test is performed during the annual period and at the same time 
every period. 

Investment property held at cost 

The entity tests for impairment where there is an indication that an asset may be impaired. An assessment of whether 
there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an 
Investment Property is greater than the estimated recoverable amount, it is written down immediately to its 
recoverable amount and an impairment loss is charged to the Statement of Financial Performance 

Heritage assets 

Where the carrying amount of an item of heritage asset is greater than the estimated recoverable amount (or 
recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) 
and an impairment loss k charged to the Statement of Financial Performance, 

Where items of heritage asset have been impaired, the carrying value is adjusted by the impairment loss, which is 
recognised as an expense in the Statement of Financial Performance in the period that the impairment is identified. 

An impairment is reversed only to the extent that the asset s carrying amount does not exceed the carrying amount 
that would have been determined had no impairment been recognised. A reversal of the impairment is recognised in 
the Statement of Financial Performance. 

Provisions 

A constructive obligation to restructure arises only when an entity; 

• has a detailed formal plan for the restructuring, identifying at leasr: 

- the activity/operating unit or part of an acfivity/operating unit concerned; 

- the principal locations affected; 

- the location, function and approximate number of employees who will be compensated for services being 

- the expenditures that will be undertaken; and 

♦ has raised a valid expectation in those affected that it will carry out the restructuring by starting to 
implement that plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditure arising from the restructuring, which are those that are 
both: 

♦ necessarily entailed by the restructuring; and 

* not associated with the ongoing activities of the municipality. 
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Contingent liabilities 


^ V ” 8 805 18 0tHl9ati ° n m * t 8ri “ 5 ,ram ca5t "•«» and whose existence will be confirmed only 

munwZ. ™ ° r no "'“ cumnc « of one » r ™« uncertain future events not wholly within the control of the * 
rS! nf ^ < *^** K1 ,hat arisea1nm p "‘ a¥Bnls 6ut is n °< recognieed because it is not probable that 
am^nt^f erntlod7 'f? «»nomic benefits «* be required to settle the obligation of the amount or the 

amount of the obligation cannot be measured with sufficient reliability 
Contingent liabilities are not recognised. 


Contingent assets 

A- contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the 
Contingent assets are not recognised. 

Comparative 


Budget Information in accordance with GRAP1 and 24, has been provided in an appendix D S, E to these financial 
statements and forms part of the Pre- audited annual financial statements. 

When the presentation or classification of items In the annual financial statements is amended, pnor period 

The , n,lure and reMon for the "actasalfication is disclosed. Where accounting 
errors have been identified in the current year, the correction is made retrospectively as far as is practicable and the 

2? L ar rr rati r ar V eSta,ed been a change in account ng STn the irrent 

Tccord^ S retrospec,ivel ^ » ,ar a * * P****. at* «» Prtor *ar comparative resta^T 


Standards, amendments to standards and interpretations issued but not yet effective 

2""? GRAP S,andarda issued but are net yet effective and have not been early adopted Py the 


GRAP 20 - Related Party Disclosures 

^x^^crip^r an “ ^ ^ Re, " ,M ^ t ™‘ ac6 °"‘ ^ 

The effective date of the standard is for years beginning on or after 1 April 2016. 

The municipality expects to adopt the standard for the first time in the 201 7 annual financial statements, but has not 
GRAP 32 - Service Concession Arrangements 

10 '"*“'** aCC ° U " ti " 9 re<,Uiremanta ,or «*»«" arrangements by the 

The effective date of the standard is for years beginning on or after 1 April 2016. 

expect410 aaopl lr * * landard fw ,ne fra < lime in ,he 2017 annual financial statement* but has not 
yet formulated an accounting policy for this reporting period based on the standard . 

GRAP 108 - Statutory Receivables 

attS^'« 8CCOUn,ln9 re<,Ui ~ ** ,h * reC09ni,i ° n ' maa * unaf,,enl ' presentation 

The effective date of the standard is for years beginning on or after 1 April 2016. 

MPeC,S if ad °f’ th * alandard ,Pf ,he f,rai ,lma in (he 2017 annual financial statements, but has not 
yet formulated an accounting policy for this reporting period based on the standard. 

GRAP 109 - Accounting by Principal and Agents 

Iff P f J *g , g J f > ^ Slanaa,d * 10 ou,,n » P"™*** to used Py IP fie used by an entity to assess whether it is a 
2 a^amariiemmt arran9emenl ' ° r ivt ’ e,ha, is ia a pfinci P al » an a 9«* in undertaking transactions in terms of 

The effective date of the standard is for years beginning on or after 1 April 2018. 

LTffT’ i S' ly SXpeC,S <0 adopl lhe standafd ,or ,he f,fa1 lima in ,h « 2017 annual financial statements. Put has not 
yet formulated an accounting policy for this reporting period based on the standard. 
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JGRAP17 - Service Concession Arrangements where a grantor controls a significant residual interest in an asset. 

The standard requires the grantor to recognise a service concession asset provided by the operator and an upgrade to 
an existing asset of the grantor if: 

- the grantoF controls or regulates what services the operator must provide with the asset, to whom it must provide 
them, and at what price; and 

- the grantor controls through ownership beneficial entitlement or otherwise any significant residual interest in the 
asset at the end of the term of the arrangement. 

If one or both of these criteria are not met the grantor needs to determine whether the arrangement constitutes a 
tease. If the arrangement does not constitute a finance tease or operating tease the grantor shall consider the 
principles for the presentation of financial information relating to accounting for revenue and expenses incurred in 
terms of the arrangement. 

1.3 Property, Plant and Equipment 

Initial recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use In 
the production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be 
used during more than one year. Items of property, plant and equipment are initially recognised as assets when: 

* it is probable that future economic benefits or service potetional associated with the item will flow to the 
entity; and 

* the cost of the item can be measured reliably. 

When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to 
use them during more than one period. Similarly, if the major spare parts and servicing equipment can be used only 
in connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment. 


Assets under construction are recognised as the assets are being constructed. Work in progress is stated at cost and 
is not depreciated . Upon completion of the construction the assets, other than electricity assets which are transferred 
to Eskom, are transferred to property, plant and equipment. Depreciation of constructed assets commences when the 
assets are ready for their intended use. 

Initial measurement 

Items of property, plant and equipment are initially measured at cost at the acquisition date. 

The cost of an Hem of property, plant and equipment is the purchase price and other costs attributable to bring the 
asset to the location and condition necessary for it to be capable of operating: in the manner intended by the 
municipality. trade discounts and rebates are deducted in arriving at the cost. I he cost also induces the necessary 
costs of dismantling and removing the asset and restoring the site on which it is located. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
{the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset(s) given up. 

Subsequent expenditure 

Where the entity replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the 
new component. 

Subsequent expenditure including major spare parts and servicing equipment qualify as property, plant and equipment 
if the recognition criteria are met. 

Subsequent measurement 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 
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Depreciation 

Depredation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of 
the assets. The depreciable amount is determined after taking into account an assets’ residual value, where 
applicable. Components of assets that are significant in relation to the whole asset and that have different useful lives 
are depreciated separately. The annual depreciation rates are based on the following estimated average asset lives: 


Details 

Years 

Infrastructure 

Roads and Paving 

20 years 

Electricity 

20-30 years 

Courseway bridges 

5 years 

Community 

Buildings 

30 years 

Halts 

30 years 

Libraries 

30 years 

Heritage assets 

Paintings and artifacts 

0 years 

Finance lease assets 

Machinery and equipment 

5 years 

Motor vehicles 

5 years 

Other 

Land 

Indefinite 

Buildings 

30 years 

Specialised vehicles 

5 years 

Other vehicles 

5 years 

Office equipment 

1-5 years 

Furniture and fittings 

1-5 years 

Computer equipment 

3 years 

Plant and equipment 

5 years 

Landfill sites 

0 years 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes are 
recognised as a change In accounting estimate in the Statement of Rnandal Performance. 

impairment 

Refer to accounting policy number 1.2 

Derecognition 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between the sates proceeds and the carrying value and is recognised in the Statement of Financial 
Performance. 

1.4 Heritage assets 

Initial recognition 

Heritage assets are assets that have a cultural, environmental, historical, natural, sdentific, technological or artistic 
significance and are held indefinitely for the benefit of present and future generations. 

A heritage asset shall be recognised as an asset if, and only if: 

(a) it is probable that future economic benefits or service potential associated with the asset will flow to the entity, 
and 

(b) the cost or fair value of the asset can be measured reliably. 
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Initial measurement 

An asset that has met the recognition requirement criteria for heritage assets shall be measured at its cost if such an 
asset has been acquired through an exchange transaction. 

Where a heritage asset has been acquired through a non-exchange transaction, its cost shall be measured at its fair 
value as at the date of acquisition. 

Subsequent measurement 

Heritage assets are not depreciated based on their nature however the municipality assesses at each reporting date 
whether there is a need foF impairment.. 

The class of heritage assets are carried at its cost less any accumulated impairment losses. 

Impairment 

Refer to accounting policy number 1.2 

Derecognition 

The carrying amount of a heritage asset is derecognised: 

(a) on disposal, or 

(b) when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of a heritage asset shall be determined as the difference between the 
net disposal proceeds, if any, and the carrying amount of the heritage asset. Such: difference is recognised in surplus 
or deficit when the heritage asset is derecognised. 

1.5 Intangible assets 
Initial recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer 
software, licences, and development costs. The municipality recognises an intangible asset in its Statement of 
Financial Position only when it is probable that the expected future economic benefits or service potential that are 
attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. Research 
expenditure is never capitalised, while development expenditure is wily capitalised to the extent that: 

• the municipality intends lo complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to compMt the project, and 

• it is probable that the municipality will receive future economic benefits or service potential; • 

the municipality has the ability to measure reliably the expenditure during development. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired 
item's fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

Subsequent measurement 

Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The cost of an 
intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is indefinite, the 
asset is not amortised but is subject to an annual impairment test. 

Following initial recognition of the development expenditure as an asset, the cost model is applied requiring the asset 
to be carried at cost less any accumulated amortisation and accumulated impairment losses. Amortisation of the 
asset begins when development is complete and the asset is available for use. It is amortised over the period of 
expected future benefit. Amortisation is recorded in Statement of Financial Performance in the expense category 
consistent with the function of the intangible asset. During the period of development, the asset is tested for 
impairment annually. 
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Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives 
using the straight line method. The annual amortisation rates are based on the following estimated average asset 
lives: 


Computer software 3 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at 
each reporting date and any changes are recognised as a change in a counting estimate in the Statement of Financial 
Performance. 

Impairment 

Refer to accounting policy number 1.2 

Derecognition _ _. ._ 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits o 
service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an 
intangible asset is determined; as the difference between the sales proceeds and the carrying value and is recognised 
in the Statement of Financial Performance. 


1.6 Investment property 
Initial recognition 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a 
finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet service delivery objectives, 
the production or supply of goods or services, or the sale of an asset in the ordinary course of operations. 


Investment Property is initially recognised when future economic benefits or service potential are probable and the 
cost or fair value can be determined reliably. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets 
the definition of investment property. However, where an investment property was acquired through a non-exchange 
transaction (i.e. where it acquired the investment property for no or a nominal value), its cost is its fair value as at the 
date of acquisition. 

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment 
property to owner occupied property (property, plant and equipment), the deemed cost for subsequent accounting is 
the fair value at the date of change in use. If owner occupied property becomes an investment property, ^entity 
accounts for such property in accordance with the policy stated under property, plant and equipment up to the date of 
change in use. 

Subsequent measurement 

investment property is measured using the fair value model Under the fair value model, investment property is 
carried at its fair value at the reporting date. The assumptions for determining the fair value of the Investment property 
is set out in note 10 of the Financial Statements. 


Derecognition 

Investment property is derecognised when there is a disposal or no future economic benefits or service potential are to 
All gains or tosses, which result from the derecognition, are recognised in the Statement of Financial Performance. 


1.7 Financial instruments 


Initial recognition 


The entity recognises a financial asset or a financial liability in its Statement of Financial Position when., and only 
when, the entity becomes a party to the contractual provisions of the instrument. This is achieved through the 
application of trade date accounting. 


Upon initial recognition the entity classifies financial instruments or their component parts as a financial liabilHies, 
financial assets or residual interests in conformity with the substance of the contractual arrangement and to the extent 
that the instrument satisfies the definitions of a financial liability, a financial asset or a residual interest. 
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When TfinanaaTinsfrument is recognised, the entity measures it initially at its 

asset or a financial liability not subsequently measured at fair value, transaction costs that are directly attributable to 
the acquisition or issue of the financial asset or financial liability. 

Subsequent measurement 

Subsequent to initial recognition, financial assets and financial liabilities ate measured at fair value, amortised cost or 
cost. 

All financial 


assets and financial liabilities are measured after initial recognition using the following categories: 


Investment at amortised costs 

Investments, which include fixed deposits and short-term deposits invested in are 

categorised as financial instruments at amortised cost and are subsequently measured at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as 
an expense in the period that the impairment is identified, 

On disposal ot an investment, the difference between the net disposal proceeds and the carrying amount is charged or 
credited to the Statement of Financial Performance. 

Investment at fair value 

investments, which represent inveatments in residual interest for which feir value can be measured reliably, are 
subsequently measured at fair value. 

Gains and tosses in the fairvalue of such investments are recognised In the Statement of Financial Performance. 

Investment at coat 

Investments at cost, which represent investments in residual interest for which there is no quoted marttet price arid for 
which fair value cannot be measured reliably, are subsequently measured at cost. 

Trade and other receivable* 

Trade and other receivables are initially recognised at fair value pfus transaction costs Miire rtraetty putable to 
the acquisition and subsequently stated at amortised cost, less provision for impairment. All trade iand other 
receivables are assessed at least annually for possible impairment. Impairments of trade and other rereivables^are 
determined in accordance with the accounting policy for impairments. Impairment adjustments are made through the 
use of an allowance account. 

Bad debts are written off in the year in which they are identified as irrecoverable. Amountsreceivab'e within 12 
months from the reporting date are classified as current. Interest is charged on overdue accou ts. 

Trade payables and borrowings 

Trade payables arc initially measured at fair value plus transection costs that are directhy attributabte to the acqursition 
and are subsequently measured at amortised cost using the effective interest rate method. 

££ inrJrfM ca^orTnand (including petty cash) end cash with banks (including call deposits). Cash equivalents are 
short-termhighiy liquid investments, readily convertible into known amounts of cash, that are heki 
STnst tulion, with maturities ot three months or tes, and are subject to an <vMM * ^ 

ForThe purposes of the cash flow statement, cash and cash equivalents comprise cash on Mnd^deposwr^d «t call 
■with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets, oans 

and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incumed. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial hab.lties 

carried at amortised cost. 
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1.8 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions 
of an allocation received from another sphere of government, municipality or organ of state and expenditure in the 
form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). 
Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.9 irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Acl (Act No.32 of 2000), the Public Office Bearers Ad (Ad No. 20 of 1998) or is in contravention of 
the Municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.10 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement 
of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

1.11 Provisions 

Provisions are recognised when the municipality has a present or constructive obligation; as a result of past events, it 
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate of the provision can be made. 

Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. Where the effect is 
material, non-current provisions are discounted to their present value using a pre-tax discount rate that reflects the 
market's current assessment of the time value of money, adjusted for risks specific to the liability (for example In the 
case of obligations for the rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless 
the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is disclosed 
where a n inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision 
where there is sufficient objective evidence that they wifi occur. Gains from the expected disposal of assets are not 
taken into account in measuring a provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised; and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria 
of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

* the location, function, and approximate number of employees who will be compensated for terminating ; 

* the expenditures that will be undertaken; and 
-when the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting 
to implement that plan or announcing its main features to those affected by it. 
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1,12 Budget information 

The annual budget figures have been presented in accordance with the GRAP reportn fl lramewortc A wgar ale 

budget an? actual amount., which form, part of the annual financial statement..has been 
££££.SSwIofbudgel and actual amount will be presented on the same accourtrng basrs, tame 
clarification basis and for the same entity and period as for the^approvedIbudget The buds* 
taken for a stakeholder consultative process and upon approvalthe approved budget ts made publicly available, 

Material differences in term, of the basis, timing or entity have been disclosed in the note, to the annual financial 

statements. , . 

The moat recent approved budget by Council is the final budget tor the purpose of comparison with the actual 

amounts. 


1.13 Leases 

Operating lease - Municipality as lessee 

Statement of Financial Position at the inception of the lease, as is the corresponding finance lease liability. 

Asset, subject to operating lea.es, L*. those lease, where substantially a» of the risks jraI **"*« an 
not transtened to the lessee through the lease, are not recognised In the Statement of Fmantaal Positron. 

operating lease expense is recognised over the course of the tease arrangement. 

The determination of whether an arrangement is, or contains, • 

inception date; namely whether fulfilment of the arrangement is dependent on the use of a specific asset 
the arrangement conveys a right to use the asset. 

Measurement 

Assets subject to a finance tease, as recognised in the Statement of Financial Position, are measured (at Wfe* 
recognitionfat the lower of the fair value of the assets and the present value of } g***™?^ te3Se paym * 
Subsequent to initial recognition these capitalised assets are depreciated over the contract term. 

Th» finanr#* iA ft& e liability recoonised at initial recognition is measured at the present value of the future minimum 
Ll^TsT^^o^slt^ML Mimy is carried at amortised ^whhihe lease payment^ 

«ingKfalgainst me** andaccrtddMerest.The 

interest portion of the liability is effected through the application ot the effective interest method. 

The finance charge, resulting from me finer** lease are expe«c^h .he S^. of Financial Performance, 
as they accme. The finance cost accrual d Pert— on a slradht- 

£ *ase payments differ from the actual 

™,eTat"hi^dX^™^ ih the Sfate^< Positi^sei^^ pa^^rn 

advance (operating lease asset) or lease payments payable (««rafinS lease to»y as Mi«« be 

resulting asset and I or liability is measured as the undiscounted tfitlerence between the straight line lease p ym 

and the contractual lease payments. 

Derecognition 

or service potential to flow from the. asset. 
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Operating lease - Municipality as lessor 
Recognition 

For those leases that meet the definition of a finance lease, where the entity is the lessor, the entity derecognises the 
asset subject to the lease at the inception of the lease. Along with the derecognition of the asset the entity recognises 
a finance lease receivable. Finance lease income is allocated to between the finance lease receivable and finance 
income using the effective interest rate method and the resulting finance income is recognised in the Statement of 
Financial Performance as it accrues. 

For those leases classified as operating leases the asset subject to the lease is not derecognised and no lease 
receivable is recognised at the inception of the lease. Lease payments received under an operating lease are 
recognised as income, in the Statement of Financial Performance, in the period that the income accrues. 

The determination of whether an arrangement is, or contains, a tease is based on the substance of the arrangement at 
inception date; namely, whether fulfilment of the arrangement is dependent on the use of a specific asset or assets or 
the arrangement conveys a right to use the asset. 


Measurement 

Finance lease receivables are recognised at an amount equal to the entity's net investment in the tease. This net 
investment in the tease is calculated as the sum of the minimum future lease payments and unguaranteed residual 
value discounted over the lease term at the rate implicit in the lease. 

Rental income from operating teases is recognised on a straight-line basis over the term of the relevant tease. The 
difference between the straight-lined lease payments and the contractual tease payments are recognised as either an 
operating lease asset or operating lease liability. An operating lease liability is raised to the extent that lease payments 
are received in advance (i.e. the straight-line lease payments are more than the contractual lease payments). The 
operating tease asset and / or operating lease liability are measured as the undiscounted difference between the 
straight-line tease receipts and the contractual lease receipts. 

Derecognition 

Finance tease receivables are derecognised when the entity’s right to the underlying cash flows expire or when the 
entity no longer expects economic benefits to flow from the finance lease receivable. 

Operating lease liabilities are derecognised when the entity’s obligation to provide economic benefits or service 
potential under the tease agreement expires. Operating lease assets are derecognised when the entity’s right to the 
underlying cash flows expire or the entity no longer expects economic benefits to flow from the operating lease asset, 


1,14 Revenue 

Revenue from exchange transactions 

Revenue from exenange transactions refers to revenue that accrues to tne entity directly in return for services 
rendered or goods sold, the value of which approximates the consideration received or receivable, excluding indirect 
taxes, rebates and discounts. 

Recognition 

Revenue from exchange transactions is only recognised once all of the following criteria have been satisfied. 

a) The entity retains neither continuing managerial involvement to the degree usually associated with ownership 
nor effective control over the goods sold; 

b) The amount of revenue can be measured reliably; and 

c) It is probable that the economic benefits or service potential associated with the transaction will flow to the entity 
and the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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Measurement __. toHfVt 

Revenue (tom exchange Iranwction, » mewured at M (ait value *** 

into account the amount of any trade discounts and volume rebates allowed by the entity. 

Service charges relating to electricity are based on when meter readings 

SsSsSSSsasss. 

read These adjustments are recognised as revenue in the invoicing period. 

Service charge, relating to refuae 

to each property that has improvements. Tariffs are determined per caiegory or i 

monthly based on the recorded number of refuse containers per property. 

™ ™rz ™ ™ —• 

agreement. 

Revenue (torn the ,aie ot good, - recognrsed wt*n .uhs.antially - tne <W and reward, in tho* good.,. p««d to 
the consumer. 

Revenue adllg out -1 MW. 

limited to the amount of any fee or commission payaoie to me niurnupainf k 

services. The income is recognised in terms of the agency agreement. 

Expenditure from exchange transactions 

Expenditure eming from exohangetmnwodon. i. .imilar to the pciic (or exchange revenue. 

Revenue from non-exchange transactions 

approximately equal value in exchange. 

Measurement ^^ ******** 

An asset that is recognised as a result of a nofV ****^^ the* airvalue of the asset 

SS, 

ssssssr :!'ssssssssssssss - 

Grant, without any common, attached am recognised - raven- in M when the a,*, i, recognrsed, at an amount 

equalling the fair value of the asset received. 

Financial Performance. 

Fine, are recognrsed a, revenue wt*n M received meet, the deMon of an awe. and MtkM me artena tor 
recognition as an asset. 
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keS u !f 0i estlmate$ t0 0eterT ™* the amount of revenue that it is entitled to collect Where 

cooswer, p«, htatonr 

t “ ni,u,hori “‘ ! ' ***«"■***» and MU „p«r>d,tw. i, based or, MM 
Expenditure from non-exchange transactions 

Expenditure wising from non-exchange transactors is similar to policy for non-exchange revenue. 

1.18 Borrowing cotta 

rSS55SK^-“i®w 

117 Long service awards 

£Zic,^ 

srar a -- ~ 

118 Retirement benefits 
Short-term employee benefits 

SSaSSS^^sss^sasa.-' 

emp,oy “ are ^osnised in me Statement of Financial Performance as services are rendered 

enS P o^^ CUmUla,in9 ben * mS ' " W * are mca « n ^ *«" ' h * «*■» evenuSurs T^shodS™ 

the^c“occ u r “ thSir undiSCOUnle<1 “ s,! " the V™* «• employee renders the related service or 

1-18 Budget information 

fcudc^edtmoSnHh and th ? bU 25 are on tne 8ame ba$is * accounting therefore a comparison with the 
amount? 9 Ptrt0d h#V * ^ inc,uded in the of Comparison of budget and actual 

1.20 Related parties 

LTSSIL 1 ’ f ecwwmta i#ctor «*«** dominated by entities directly or indirectly owned by the 
South Afncan Government As as consequence of the constitutional independence of the threeToLr!?? * 
government in South Africa, only entities within the local sphere of government are considered to be related parties. 

afe . mose P erson * responsible for planning, directing and; controlling the activities of the muntaoalHv 

sssir 

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. 
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“ 1 te S 6 U si^« of the municipality. 

• they relate to something other than tne routine, sve y 

1 22 Landfill restoration u . .. . ^ rtf lh ~ „« a ae Deriod of 18 years It is 

The municipality has an obligation to rehabilitate the ^ s ‘ e ® m at the end of 6 years. The landfill 

expected M cost to rebate the *^*^*J£^^* site at me Mure estimated time of 
site rehabilitation provision is created torextJaed future costto rehabilitate the site discounted back to the 
closure The value of the provision is based on the expeded t ture^ _ 9 * in „ la t estimate of the costs 

ssrs:rrr;^n zsssr*^ - 


1.23 Value added tax mal basis m the financial statements. However, the municipality 

124 The*uPhongolo Local Municipality is exempted from tax in terms of Section 10(1)cB{iXff) of the income Tax Ad. 


1.25 
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2 Cash end cash equivalents 

Cash and cash equivalents consist of the following: 
Cash on hand 
Cash at bank 
Call 


balanc* cash and cash equivalents 


The Municipality has the following bank accounts.: - 
Current Account {Fr^TY am A'rmrfl 

First National Bank Limited - uPhongota Branch: Account No. 62027530858 


Cash booh balance at end of 



Bank statement balance at end of 


Can Accounts 

First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
Standard Bank Limited 
First National Bank Limited 
First National Bank limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Bank Limited 
First National Sank Limited 
First National Bank Limited 
Cash book balance at and 


- uPhongolo Branch: Account No. 

- uPhongolo Branch: Account No, 

- uPhongolo Branch: Account No 

- uPhongolo Branch: Account No 

- uPhongolo Branch; Account No. 

- uPhongolo Branch: Account No. 

- uPhongolo Branch: Account No. 

- uPhongolo Branch: Account No. 

- Newcastle Braoch: Account No. 

■ uPhongolo Branch: Account No. 
• uPhongolo Branch: Account No. 

■ uPhongolo Branch: Account No. 

■ uPhongolo Branch: Account No. 

■ uPhongolo Branch: Account No, 
uPhongolo Branch: Account No 
uPhongolo Branch: Account No. 
uPhongolo Branch: Account No. 
uPhongolo Branch: Account No. 
uPhongolo Branch: Accpurtl No. 


Branch: Account No. 


of 


62375357186 

62375342377 

62377992104 

62380902017 

62389553065 

62389564024 

62389585286 

62389586507 

068686234-Q03 

62404561377 

62404287345 

62417482289 

62417484235 

62417486190 

62658357001 

62305239718 

74275780911 

62596797559 

62253771896 


62230436405 


3,934 

15.048 

6,553 

19,675 

297,130 

939,336 

1,715,108 

299,940 

1,348. 

12,497 

19,354 

1,233 

1,613 

15,609 

329,929 

25,872 

5,040,268 

19,567 

66,465 


Cash and Cash Equivalents 
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Trad* and other receivable* for «chan 9 » transaction* 


Gros* Balance* 


2017 

R 

Provision for 
Doubtful Debt* 


R 


R 


2011 

R 

Net Balance 
R 


Tr 4tif raceivaMil 
a* at 30 June 2017 

Service debtors 
Electricity 
Refuse 



Total Trade and Qth«r receivable* 


Trmtto receivable 
as at 30 June 2016 

Service debtors 

Electricity 


8,581,314 

59,927.496 

- 66.508.812 

(1,406,727) 

(57,234.131) 

(58.640,858) 

5,174,567 

2,693.367 

_7 1 M7 1 954 

Total - 


1,943,312 

(1,401,431) 

541,881 


Other trade receivable* 



T y ./t> and other reoetvaM” 


(=l«ctricitv: AaeiPfl 

Current (0-30 days) 

31 - 60 Days 
61 - 90 Days 
91 -120 Days 
121-365 Days 
-v 365 Days 
Total 

gefjjaeLAaairifl 

Current (0-30 days) 
31 - 60 Days 
6i -90 Days 
91 -120 Days 
121 -365 Days 
365 Days 


Tota l 

ReQteL&ttillfl 

Current (0-30 days) 
3i - 60 Days 
61 - 90 Days 
91 -120 Days 
121-365 Day* 

» 365 Day* 

Total — 


Other. Anting 

Current (0-30 days) 
31 - 60 Days 
61 - 90 Days 
91-120 Days 
121 -365 Day* 

■» 365 Days 
total__ 


ma ma aL °* btof » suJinmat 


4,495,008 

1,315,574 

288,435 

172,207 

695,495 

1092.084 


2,563,630 
723,594 
654,414 
641,917 
5,446,788 
61 361.615 
71,391.858.. 


53,884 

26,288 

34,61* 

12,802 

148,275 

710.026 


985.893 


750,323 

2,805 


905 

18,620 

264.861 

1.038.810 


Consumers 


industrial / 
Commercial 


3,160,529 

1,332,214 

605,501 

122,563 

469,970 

890,537 


614,807 

720.302 

630,460 

615,331 

5,034,782 

52.311.816 

5fr.327.49e 


56,046 

23,836 

23,437 

21,470 

212,155 

655.657 

992.601 


23,07? 

9,001 

744,253 

764 

640 

172.976 

980.711 


National and 

Provincial 

Government 

R 


Other 

R 


Total 

R 


as at 30 June 2017 

Current (0-30 days) 

3t - 80 Days 
61 - 90 Days 
91 -120 Days 
121 - 365 Days 
♦ 366 Day* 

Sub-total 

i ass: Provision for doubtful debts -— 

"TotaTdebtoni by c “ >tom * r classification. 


1,733,104 

1,358,926 

1,047.671 

998,911 

7.556,060 

9Q.103.012 


102,797,584 

<afl.718,794)_ 

33.080.890_ 


3,144,875 

1,271,924 

281,535 

175,384 

1,255,622 

3.792,529 


9,921,8*9 

(2,634 207) 
7.«7,882 _ 


916,149 

1,888,870 

629,758 

594,821 

3,086,900 

13362.273 


694,25® 

396,871 

321.068 

310.718 


8,388,387 

4,811,381 

2,280,032 

2,079,834 


20,478,571 


2,002,625 13,901,107 

11 31 1 37fi 118,989,189 
148,134,940 


14,838,818 _ 

(1710.716) 


"20.478.571 ' 13,228,100-74^73 1 223, 
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as at 30 June 2016 

Current {0-30 days) 

31 - 60 Days 
61 - 90 Days 
91 -120 Days 
121 - 365 Days. 

♦ 365 Days 
Sub-totai 

Less: Provision for doubtful debts 
Total debtors by customer classification 


Balance at beginning of the year 
Change in estimate 
Contributions to provision 

Balance at and of year 


2017 2016 

R R 


1,992,942 

2,883,293 

873,491 

621,565 

8,371,291 

1.277,945 

1,360,930 

500,779 

378,158 

3,517,812 

1,235.638 

1,598,892 

586,188 

337,859 

3,758,577 

972,457 

142,387 

304,896 

316,574 

1,738,314 

6,945,401 

878,147 

1.955,813 

2,036,169 

11,815,530 

75,115.776 

3.130.063 

8.567.859 

10.230.291 

95,043.989 

67,540,159 

9,993,712 

10,789,026 

13,920,618 

122,243,513 

(54.667.187l 

(1,521.290) 

- 

(3,863,812) 

(80,042.289) 

32.862,972 

9,472.422 

10,789,026 

10.056.604 

62,201,224 


60,042,289 

50,521,750 

14,019.428 

9.520.539 

74,081,717 



Trade «ofl otter, rfceivabte impaired 

As of 30 June 2017, trade and other receivable* of R74 061 717 (2016: R6C 042 289) were impaired and provided for. The amount of the 
provision was R74 Qfl 1 717 (2016: R6G 042 289) 

.TT??X*?C.y*!V®___ _ 

under review no amounts were written off as uncoitectibte, The amounts are generally written off when there is no reasonable expectation of 
recovery. 


5 Trad# and other receivable* for non-axchanp* transaction* 


Trade receivables - Property Rates 

Outstanding deposit 

Traffic fines 


66,182,237 

277,265 

202.274 

53,228,148 

307,305 

256.936 

Total 



— 1 111> i 

lad* ftceivabies - Property Rates 

Gross Balance* 

Provision for 
Doubtful Debt* 

Net Balanca 


R 

R 

R 

as at 30 June 2017 

Properly Rates 

86,182,237 


66.182 237 


8 i n. j 




Qrrm* ftitisnc** 

Provision for 
Doubtful Debt* 

Net Balance 


R 

R 

R 

aa at 30 June 2016 

Property Rates 

53.228.148 


53.228.148 


—— ■ II ■ 



Current (0-30 days) 


2,532,402 

1,656,077 

31 - 60 Days 


2,848,129 

1.419,699 

61 - 90 Days 


1,301,569 

1,091.060 

91 -120 Days 


1,252,003 

976,186 

121-365 Days 


7,592,402 

6,078,875 

♦ 365 Days 


50.655.732 

42.008.451 



ggr - jq X - i jm 

WM&kXLIM 


Property rates are not considered in the computation of debt impairment since they are collectable in terms of the: Property Rates Act and the 
relevant property serves, as security for non-payment 
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2017 2010 

R R 


6 Prepayments 

Prepaid subscriptions - SALGA 

Deposit for computers purchased - 30,126 

Microsoft licences • 49t,131 

Fuel deposit - ’2,800 

Other _ 40,261 _ 11.299 

_ 49.260 543,35* 


32 



uPhongolo Local Municipality 

Motes to the Annual Financial Statements 
for the year ended 30 June 2017 



£ 


uPhongolo Local Municipal 

Notes to the Annual Financial Statements 





Notes to the Annual Financial Statement* 
for the year ended 30 June 2017 






ptent and equipment (Continued) 




uPhongolo Local Municipality 

Notts to the Annual Financial Statements 
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Intangible assets 



Reconciliation of carrying value- 2017 

Computer 

Software 

R 

Total 

R 


349.50? 

349,507 

Cost 

625,367 

(275,860) 

625,367 

(275,860) 




Additions 

* 

* 

Amortisation 

(87,494) 

(87,494) 


262,013 

262.013 

Cost 

625,387 

(363,354) 

625,367 

(363.354) 




Reconciliation of carrying value- 2016 

Computer 

Software 

R 

Total 

R 

aaatl July 2015 

Cost 

Accumulated amortisation and impairment losses 

54.178 

64,178 

277,783 

(223,605) 

277,783 

(223,605) 

. . . 


Additions 

347,584 

347,584 

Amortisation 

(52,255) 

(52,255) 

Carrying value at 30 Juna 2016 

Coat 

349,507 

341,507 

625,367 

(275,860) 

625,367 

(275.860) 




1 investment property carried at fair valua 


R 

Reconciliation of Carrying Value - 2017 



as at 1 July 2016 

Fair value 


86,065,000 

Change in fair value 


13,565,000 

Carrying value of disposals 

Fair value 

Carrying value at 30 June 2017 

Fair value 


* 


79,830,000 


Reconciliation of Carrying Value - 2016 


as at 1 July 2015 
Fair value 

Change in fair value 

Carrying value of disposals 

Fair value 


58,795,000 

7,270,000 


Carrying value at 30 June 2016 

Fair value 


66.066.000 




uPhongolo Local Municipality 

Notts to the Annual Financial Statements 
for the year ended 30 June 2017 


Investment property comprises, a number of vacant land and commercial properties that are leased to third parties. Each of 
these leases contain an option of renewal by lessee. No contingent rent is charged 

Method of valuation 

Three mothods of valuation wore used in the assessment of fair value 

- Market Approach - This approach also referred: to as the Comparison Approach was applied in the valuation of vacant 
erven; agricultural property and residential dwellings. This method uses prices and other relevant information generated by 
market transactions involving identical or comparable properties. 

the basic economic principle that a buyer will pay no more ter m asset than the coat to obtain an asset of equal utility, 
whether by purchase or by construction:. 

business premises on Erf 214 Ncotshane A. It has also been used with the Market Approach in the valuation of 

Portion 5 of the Farm Simdlangetsha No. 16S56. 
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Paintings and 

Reconciliation of carrying value- 2017 Artefacts 

R 


Total 

R 


as at 1 July 2016 
Cost 

Accumulated impairment losses 
Acquisitions 

Carrying value of disposals 
Cost 

Accumulated impairment losses 

Impairment loss/Reversal of impairment loss 

Transfers 

Under Construction 

Other movements 

as at 30 June 2017 
Cost 

Accumulated impairment losses 


Reconciliation of carrying value- 2016 


as at 1 July 2015 
Cost 

Accumulated impairment losses 
Acquisitions 

Carrying value of disposals 
Cost 

Accumulated impairment losses 

Impairment loss/Reversal of impairment loss 

Transfers 

Under Construction 

Other movements 

as at 30 June 2016 

Cost 

Accumulated impairment losses 


70,945 _ 70,945 


70,945 

V 

70,945 


- 

, 

• 

- 

- 

- 

- 

. 


- 

- 

- 

- 

- 

- 

70,945 

70,945 

70,945 

70,945 

- 

-• 

Paintings and 


Artefacts 

Total 

R 

R 

70,945 

70,945 

70,945 

70,945 

- 

- 

- 

* 

• 

• 

- 


- 



. 

- 

* 

- 

• 

70,945 

70,945 

70,945 

70,945 

- 

- 
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2017 


2011 


11 Trad* and other payable* from exchange transaction* 


Trade creditors 

19,329.422 


Retentions 

18,996,328 

Staff leave accrual 

5,295,466 

3,960,391 

Payroll deductions 

6,113,517 

5,370,188 

Accrued bonus 

2,606,721 

2407.854 

Deposits - other 

1,833,630 

1,581,50© 

Workmens compensation assurance 

T^teT —- 

657,907 

399.078 

645,458 

The fair value of trade and other payables approximates their carrying amounts. 



12 Consumer deposits 



Electricity 

Total consumer deposits " ~ -- - -- 

2,507,818 

1.724.477 

No interest is. paid on deposits and no guarantees are held in lieu of electricity deposits. 

- 2&7,*n 

1.724.477 

13 Vat Refundable 



VAT refundable 

11,017,848 

(3,809.327) 

- imszi 


Provision for vat refundable 

Total VAT refundable - -- —— 

10,361,908 

— 19,«t,*>8 


South ^ L “ST** tor on an accrual basis in the financial: statements. However, the municipality accounts for 
South African Revenue on the payment basis. The refund amounting to m 809 327 for vat was withheld by SARS in 2018/17. 

14 Provision* 


Current provisions 

Current portion of Bonus provision 
Provision for VAT and PAYE liability 

Total 


344,042 

5,684.139 


358,680 

5,539.516 


L h l«°r^ performance bonuses of the section 5S employees. Performance bonuses are paid one year in smear as th- 

assessment of eligible employees had not taken place at the reporting date and no present obligation exist. 

8 n0tiC * of # a i 3s «» sm€nt in r **P«ct of the underpayment of VAT and Pays for the period 2008 to 2012 based on the results of its audit 

con<^Jttatme^ T R ® 297 86 °'J he mun ' cipa,ity ^nng the 2015/16 financial yearns 

needed that the additional VAT *iwrr*»nt w*i wrong and end was reversed. The objection against the additional PAYE MsessmentTstili 

Non-current provision* 


Provision for rehabilitation of landfill sites 
P r ovj ? |r.p fa >ona service awards _ 

Total Non-Current Provtalon* 


8,980,381 

959,449 


8.179073 

735.074 


A Bt tt 




Long service benefits 

Employees who achieve 20 years service are either granted 20 days paid leave (once off) or encashment of leave depending on their preference. 

Employees who achieve so years service are either granted 30 days paid leave (once off) or encashment of leave depending on their preference. 

Employees who achieve 35 years service are either granted 50 days paid leave (once off) or encashment of leave depending on their preference. 

'! aV * i8 ® fan ? <3 in * dditkm “ ** annual ,MV * entitlement and maximum accumulation granted in terms of the National 
Conditions Semce, and may be taken, converted to cash in full or partially or accumulated The abovementioned leave is 
employees who achieve the stated years of service after the effective date of these conditions aWvemem,oned le8v * ,S only •"*** to 

0f ton ® M,vic * 2 #rd ***** on th * “ter'** r *t« at 30 June 2017 (2018:30 June 2018). If has been 

fntor th ® s ? ff tuf [ 10ver rat ® wlt b * insignificant based on historical date. The provision has not been discounted based on the fact that the 

interest cost would be insignificant and the fair presentation of the provision would not be materially affected, a,8COun ' ea 00 ,he fact ** lf “ 
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Note 2017 2010 

Restated 

R_R 


Landfill site 

The provision for rehabilitation of landfill site relates to the legal obligation to rehabilitate landfill sites used tor waste disposal at the future estimated 
time of closure. The value of the provision is based or the expected future costs to rehabilitate the site discounted back to the reporting date at the 
annual inflation rate, which was currently 6.4%. The municipality has an obligation to rehabilitate the landfill site. The cost of such property includes 
the initial estimate of the costs of rehabilitating the land and restoring the site on which it is located, the obligation for which the municipality incurs as 
a result of having used the property during a particular period for landfill purposes. 

Rehabilitation costs we/e calculated based on the following assumptions: 

- an annual inflation rate of 6.4% 

- discount rate of 6,4% 

-the landfill site comprises 5 hectares. The area expected to be rehabilitated: 3 hectares 

- the estimated closure date of the landfill site is 2033/34 

The movement in the non-current provision is reconciled as follows; - 


Provision tor rehabilitation of landfill sites: 

Balance at the beginning of year 

Contributions to provision 

8,179,073 

801,308 

3,764,880 

4.414.213 

Balance at the end of year 

. . . 

8.179,073 

Provision tor iong-service awards: 

Balance at the beginning of year 

Contributions to provision 

735,074 

224.375 

578,651 

156,423 

Balance at the end of year 

959.449 

735.074 

Total non-current provisions 

9.939.830 

, MW1L 


15 Unspent conditional grants and receipts 

16.1 Expanded Public Works Programme Grant (EPWP) 

16.2 Financial Management Granl (FMG) 

16.3 Municipal Systems Improvement Grant (MSK3) 

16.4 Municipal Infrastrusture Grant (MIG) 

16.5 Integrated national electrification programme Grant (INEP) 

16.8 Mass Electrification Programme 
16 7 Small Town Improvement Grant 

16.8 Imbube Cultural Village Grant 

16.9 Sub-rank. Facility Grant 

18.10 Flea Market Grant 

16.11 Sports Facility Grant 

16.12 Sports Facility Maintenance Grant 
16 13 Provmcjalisation of Libraries Grant 

16.14 Community Library Services Grant 

18.15 ZDM Tourism Grant 

16.16 Thusong Centre Grant 

16.17 Pound Grant 

16.18 Planning and Development Grant 

16.19 Administration Capacity Building Grant 

16.20 Synergistic Partnership Grant 

16.21 Strategic Support Grant 

16.22 Integrated Electrification Reds Grant 

18.23 Housing Community Gardens Grant 

16.24 Tourism Candover Grant 

16.25 Municipal Development Planning and Capacity BuiWmg Grant 

Total Unspent Conditional Grants and Receipts 

Conditional grants funds (16.1 -16.17) are invested in ring-fenced investments until utilised. Some of these grants were not rash-backed at year 
end. Conditional grants (16.18 -16.25) were received prior to 2006 and are not cash-backed. The municipality has contacted Cogta and Provincial 
Treasury for a directive on how to treat these grants. 


- 

* 

1,494 

* 

. 

3.043.642 

7,458 

428,222 

. 

2,232,062 

3,417 

463,792 

167,000 


1 ,000,000 

490,490 

47,621 

47,821 

205,688 

205,686 

123,104 

123,104 

93,848 

93,848 

98,000 

98,000 

72,864 

72,864 

290,862 

290,862 

100.000 

100,000 


2.211.354 7.590.1 >3 


Expanded Public Works Programme Grant (EPWP) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue __ 

Conditions atlll to be mat • remain HaMUtie* 


3,021,000 4,449,000 

(3.021.0001 (4.449,000) 
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Note 2017 2018 

Restated 

R _ R 

The Expanded Public Worts Programme is • special performance-based incentive provided to municipalities that contribute to the employment 
creation efforts of the expanded public worts programme through the employment of previously unemployed people. The condition of the grant was 
met and no funds have been withheld. 


Financial Management Grant (FMG) 

Balance unspent at beginning of year 

Current year receipts 1,825,000 1,800,000 

Conditions met-transferred; to revenue (1,825,000) _ (1,800,000) 

CWMlWoitesta lobe real »ra«n^ __ - 

The purpose of this grant is to promote and support reforms in financial management by building capacity to implement the Municipal Finance 
Management Act (MFMA). The conditions of the grant were met and no funds have been withheld: 


Municipal infrastrusture Grant (MIG) 

Balance unspent at beginning of year 

Current year receipts 
Adjustments and transfers 

Conditions met - transferred to revenue _ 

Conditions stMto be mat - remain W abHt Ua e 


4,744,289 

42,.136,000 27,852,000 

(492,761) (2,471,329) 

(41,643,239) (30,124,960) 


This grant is used to Construct basic municipal infrastructure to provide basic services for the benefit of poor households. Other than the unspent 
amount the conditions of the grant were met. National Treasury disallowed the rollover of unspent funds amounting to R492 761 (2016: R2 471929). 

Municipal Systems Improvement Grant (MSIG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue _ 

Conditions stilt to be met - remain liabilities 

This grant was used to build in-house capacity to perform municipal functions, and stabilise institutional and governance systems. The conditions of the 
grant were met and no funds have been withheld: 


Integrated national electrification programme Grant (INEP) 


Balance unspent at beginning of year 

•• 

(14,549,302) 

Current year receipts 

16,000,000 

12 ,000,000 

Adjustments and transfers 

• 

14,549,302 

Conditions met - transferred to revenue 

(17,998,506) 

(12.000.000) 

Conditions still to be met - remain liabilities 

1,494 

- 


The purpose of this grant is to address the electrification backlog of permanently occupied residential dwellings, the installation of bulk infrastructure 
and rehabilitation or electricity infrastructure in order to improve quality of supply. In the previous years the council approved the funding of this 
programmed partially from own resources in order to expedite the eradication of electrification backlog. This amount is not recoverable from the 
Department of Energy, hence the adjustment processed. 


930,000 

(930,000) 


Mass Electrification Programme 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue _ 

Conditions stilt to be met- remain liabilities 


3,043,642 

10,000,000 
(3,043,642) , . jMgg.MIL 

_ 3,043,842 


The purpose of this grant is to address the electrification backlog of permanently occupied residential dwellings, the installation of bulk infrastructure 
and rehabilitation of electricity infrastructure in order to improve quality of supply. CQGTA approved the rollover of unspent funds amounting to R4 
927 890. The conditions of the grant were met and no funds were withheld. 


Smell Town Improvement Grant 

Balance unspent at beginning of year 428,222 536,990 

Current year receipts 

Conditions met - transferred to revenue _____ (.420,764) _ (106,768) 

Conditions still to be met - remain (labilities _ TAM 428,222 

The purpose of this, grant was to install street lights and high masts in uPhongolo. Town. Other than the unspent amount. COGTA approved the 
rollover of unspent funds amounting to R428 222. The conditions of the grant were met end no funds were withheld. 
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Note 2017 2016 

Restarted 

_R _ R 


Imbube Cultural Village Grant 


Balance unspent at beginning of year 

2,232,062 

1,063,879 

Current year receipts 

. 

4,500,000 

Conditions met transferred to revenue 

(2.232,062) 


Conditions still to be met - remain liabilities 

. 

2,232,062 


This grant is for the construction of the Imbube Cultural Village to take advantage of the Route 66 as part of investment strategy to boost tourism in 
uPhongolo. COGTA approved the rollover of unspent funds amounting to R2 633 039. The conditions of the grant were met and no funds were 
withheld. 


Sub-rank Facility Grant 

Balance unspent at beginning of year 463,782 1,586,427 

Adjustments and transfers 
Current year receipts 

Conditions met - transferred to revenue __ (460,3851 (1,134,6351 

Conditions stilt to be met • remain liabilities ____ 3,407 463,782 

The purpose of the gran! is to construct the sub-rank facility in uPhongolo town. COGTA approved the rollover of unspent funds amounting to R463 
792. The conditions of the grant were met and no funds were withheld 


Fiea Market Grant 


Balance unspent at beginning of year 

„ 

703,750 

Current year receipts 

. 

- 

Conditions met - transferred to revenue 

• 

(703.7501 

Conditions stilt to be met - remain liabilities 

. 

. 


This grant was used for the construction of the flea market. Permission was granted by the MEC for Cooperative Governance and Traditional Affairs 
to utilise the unspent funds tor the purpose of acquiring furniture tor the Flea Market COGTA approved the rollover of unspent funds amounting to 
R 211 911. The conditions of the grant were met and no funds were withheld. 


Sports Facility Grant 


Balance unspent at beginning of year » 165,863 

Current year receipts 334,000 

Conditions met - transferred to revenue ________ (167,0001 (165.863) 

Conditions still to be met - remain liabilities ____ 167,000 _ 


The purpose of the grant is to upgrade the sports facility at Ncotshane Township. Other than the unspent amount, the conditions of the grant have 
beenmetand no funds have, been withheld A location for 2017/19 was transferred 3t 30 June 2017. 


Provlnciallaatfon of Libraries Grant 


Balance unspent at beginning of year 

- 

. 

Current year receipts 

965,000 

973,000 

Conditions met - transferred to revenue 

(965,000) 

(973.0005 

Conditions still to be met - remain liabilities 

. 

- 


The purpose of this grant is to subsidise operational costs associated with libraries. The conditions of the grant were met and no funds were withheld. 
Community Library Services Grant 


Balance unspent at beginning of year 

. 

. 

Current year receipts 

358,000 

340,000 

Conditions met - transferred to revenue 

(368,000) 

(340,000) 

Conditions still to be met - remain liabilities 

• 

- 


This grant is used- to pay the salary of the library Cyber Cade and subsidise operational costs associated with Libraries. The conditions of the grant 
were met and no funds were withheld. 

Pound Grant 

Balance unspent at beginning of year 490,480 490,490 

Current year receipts 

Adjustments and transfers _ 509,510 _ L 

Conditions still to be met - remain liabiilties __ 1,000,000 _ 490,480 
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Note 201? 

R 

2016 

Restated 

n 

This grant was provided in order to construct a pound in the uPhongoio Municipal area.. CQGTA disallowed the rollover of unspent funds amounting to 

R490 490: The Municipality have been requested to pay back the amount of RS09 510spent in prior years tor paying the Pound consultant 

Planning and Development Grant 



Balance unspent at beginning of year 

47,621 

47,621 

Current year receipts 

- 

* 

Conditions met - transferred to revenue 

- 

- 

Conditions still to be met * remain liabilities 

47,621 

47,621 


The purpose of the grant is to assist the municipality with the implementation of development administration capacity building 


Administration Capacity Building Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

205,686 

205,686 

Conditions still to be met - remain liabilities 

205.686 

205,666 

The purpose of the grant is. to assist the municipality with the implementation of development administration capacity building 


Synergistic Partnership Grant 

Balance unspent at beginning of year 

123,104 

123,104 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

- 

■- 

Conditions still to be met - remain liabilities 

123.104 

123.104 

The purpose of the grant is to facilitate the involvement of the Traditional Leaders in the Council meetings. 



Strategic Support Grant 

Balance unspent at beginning of year 

93,848 

93,846 

Current year receipts 

* 

* 

Conditions met - transferred to revenue 

- 

* 


93.846 

93.848 

The purpose of the grant is to with the impiemention institutional and governance systems. 

Integrated Electrification Reds Grant 

Balance unspent at beginning of year 

98,000 

98,000 

Current year receipts 

- 

• 

Conditions met - transferred to revenue 

- 

- 

Conditions stilt to be met - remain liabilities 

98,000 

98,000 

The purpose of the grant is to assist with the planning for the implsmenhon of rede. 



Housing Community Gardens Grant 

Balance unspent at beginning of year 

72,864 

72,864 

Current year receipts 

• 

* 

Conditions met - transferred to revenue 

* 

- 

Conditions still to be met - remain liabilities 

72.864 

72.864 

The purpose of the grant is to assist the community of uPhongoio with the establishment of gardens 



Tourism Candover Grant 

Balance unspent at beginning of year 

290,862 

290,862 

Current year receipts 

- 

* 

Conditions met - transferred to revenue 

- 

* 

Conditions still to be met - remain liabilities 

290.862 


The purpose of the grant is to promote tourism in Candover 



Municipal Development Planning and Capacity Building Grant 

Balance unspent at beginning of year 

100,000 

100,000 

Current year receipts 

- 

‘ 

Conditions met - transferred: to revenue 

- 

- 

Conditions still to be met - remain liabilities 

100,000 

100,000 


The purpose of the grant is to assist the municipality with capacity development 
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Not* 2017 201$ 

Restated 

_R _R 


Changes in levels of government grants 

Based on the allocations set out in the Division of Revenue Act, (Act No. 2 of 2014), the level of government grant funding is expected to increase by 
R14 Q21 million over the forthcoming 3 financial years. 

16 Sorrowings 

Annuity Loans 

Non - current borrowings 

Current portion transferred to current liabilities 

Annuity Loans 
Other borrowings 


Total borrowings _____ ; _ 243,236 

Refer to Appendix A for more detail on borrowings. 

The loan with Absa Bank for the acquisition of additional office buildings bears interest at the average effective borrowing rate which varied between 
8.25% -10.5% (2015: 8% - 8.25%). The loan was fully redeemed in April 2017. 


243,236 

243,236 


Finance laase liability 



Present value 

2017 

Minimum lease 

Future finance 

of minimum 


payment 

charges 

lease payments 

Amounts payable undar finance leases 

R 

R 

R 

Within one year 

2,931,230 

(472,570) 

2,458,660 

Within two to five years 

2.871.462 

1224.562) 

2,848,900 

Less: Amount due for settlement within 12 months (current portion) 

5,802,692 

(697,132) 

5,105,660 

(2.458,660) 

2.646,900 

Present value 

2018 

Minimum leas* 

Future finance 

of minimum 


payment 

charge* 

lease payments 

Amounts payable under finance leases 

R 

R 

R 

Within one year 

3,947,524 

(548,508) 

3,399,016 

Within two to five years 

4,093.131 

(347.913) 

3.745,218 

Less: Amount due for settlement within 12 months (current portion) 

8 040,855 

_L8*him 

7,144,234 

(3.399,016) 

3.748,218 


The instalment sale agreements with Standard Bank for the purchase of property, plant and equipment bear interest at the average effective 
borrowing rate which is 975% (2016: 9.75%) per annum. The loans are repayable on a monthly basis and the final is due on 30 June 2021. 
Obligations under finance leases are secured by the lessor's title to the leased asset. 

The instalment sale agreements with Fleet Solution Horizon for the purchase of property, plant and equipment bear interest at the average effective 
borrowing rate which is 15.50% per annum. The loans are repayable on a monthly basis and the final is due on 31 May 2020. Obligations under 
finance leases are secured by the lessor's title to the leased asset. 

Certain motor vehicles, and plant and machinery with a combined carrying value of R14 231 057 have been pledged as security for the finance lease 
agreements. Refer to note 7. 


18 Property rate* 

Actual 

Residential 

Commercial 

State 

Other 

Total property rates 

Property rates - penalties, imposed and collection charges 
Total__ 


7,305,938 8,468,872 

8,291,871 7,487,234 

10,078,619 7,036,513 

5.726,020 _ 5.860,229 

31,402,246 26,832,648 


31,402,246 26.832,648 


Valuations 
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Note 2017 

2016 

Restated 


R 

R 

Residential 

Commercial 

State 

Municipal 

Other 

Total Property Valuations 

711,914,000 

482,460,000 

442,857,000 

92,671,000 

1.615.866.600 

3.345.781.600 

690.026,000 

467,390,000 

331,534,000 

86,577.000 

1,524.659,800 

WiLgiSSL 


Valuations on land and buildings are performed every five year*. The current general valuation was implemented on 1 July 2014 instead of 1 July 
2013. The MEC for Cooperative Governance and Traditional Affairs condoned the late implementation Interim valuations are processed on a annual 
basis to lake into account changes in individual property values due to alterations and subdivisions including new developments 

Rebates of R60 QOQ are granted to residential and 30% state property owners. Rates are levied on a monthly basis on property owners. 

Rates are levied on a monthly basis for other properties and on an annual basis for government properties with the final date of payment being 31 
August 2017 (2018: 31 August). Interest at 10% per annum (2016:10%) is levied on outstanding rates. No collection charges are levied by the 
municipality. 


19 Service charges 


Sale of electricity 

35,130,129 

9.377.756 

32,259,269 

8.494.757 

Total Service Charges 


WK. 

20 Rental of facilities and equipment 



Rental of facilities_ .... _—- 

745,718 

709.472 
709 472 

Total rentals ____ 

21 Interest earned - externsl investments 

_ iiaia- 


Current Account 

89,878 

1.202,643 

124,279 

1,490,856 


1.292,521 

1.615,135 

22 Interest earned - outstanding receivables 



Property rates 

Services 

Other 

3,073,676 

2.664,038 

1.647.237 

2,708,062 

2,393.281 

17.808 


9.066,176 


23 Government grants and subsidies 



Operating grants 

Equitable Share 

Expanded Public Works Programme Grant (EPWP) 

Financial Management Grant (FMG) 

Municipal Systems improvement Grant (MSK5) 

Provincialisation of libraries Grant 

Community Library Services Grant 

Municipal infrastrusture Grant (MIG) 

Pound Gram 

Sports Facility Grant--—- 

Total ooeratino grants - 

97,800,000 

3,021,000 

1,825,000 

965,000 

358,000 

1,512,099 

(509,510) 

167.000 

' 105,138.589 

96,890,000 

4,449,000 

1,800,000 

930,000 

973,000 

340,000 

3,787,820 

165,863 

109.335,683 


Capital grants 

Municipal infrastrusture Grant (MIG) 

Integrated National Electrification Programme Grant (INEP) 

Massification Electricity Programme 

Small Town Improvement Grant 

Flea Market Grant 

Sub-Rank Facility Grant 

Imbube Cultural Village Grant ___ 

Total capital grants ____ 


Total Government Gram and Subsidies 
Equitable Share 


40,131.140 

17,998,606 

3,043,642 

420,764 

460,376 

2.232,062 

64,286.489 


26,337,141 

12 , 000,000 

6,956,358 

108,768 

703,750 

1,134,635 

3.331,817 


169.42S.076 189.908,162 
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Transfers received 
Equitable Share 


97.800.000 96.S90.000 

97.800,000 96,890.000 


This grant is an unconditional grant and is partially used for the provision of free basic services to indigent community members. Registered indigents 
receive a rebate of 1 0 O% on assessment rates, 50 kwh of electricity (per household) as well as alternative source of energy (green gel). 


24 Other Income From Exchange Transactions 
Other income 

NPA fees 

Transport subsidy 

Sign boards 

Burial fees 

Building plans 

Tender document fees 

Certificate clearance and validation 

Dumping fees 

Electricity connection and reconnection fees 

Other income __ 

Total Other Income__ 


794.991 

487,183 

62,207 

108,607 

16,218 

195,216 

21,932 

9,940 

56,321 

294.162 

2.048.777 


25 Employee Related Costs 

Employee related costs - Salaries and Wages 

Employee related coats - Contributions for UIF, pensions and medical aids. 
Travel, motor car, accommodation, subsistence and other allowances 
Housing benefits and allowances 
Overtime payments 
Performance and other bonuses 
Other employee related costs 
Workmens compensation assurance 
Skills 




There were no advances to employees. The municipality does not give loans to employees. 


48,665,062 
8,293,477 
4,019,465 
408,170 
2,857,865 
3,596,733 
1,893,928 
399,076 
58 


I'JUiJL 


44,062,783 
8,477,615 
3,318,793 
484,468 
2,209,496 
3,297.235 
1,305,858 
494,211 
566,684 




Remuneration of the Municipal Manager 

Annual Remuneration 
Performance- and other bonuses 

Travel, motor car, accommodation, subsistence and other allowances 
Contributions to UIF. Medical and Pension Funds _, 

Total ___—- 

Appointed i October 2015. 

Remuneration of the Chief Finance Officer 

Annual Remuneration 
Performance* and other bonuses 

Travel, motorcar, accommodation, subsistence and other allowances 
buttons to UIF. Med ical and Pension Funds 


1,012,234 


Remuneration of Technical Service* Manager 

Annual Remuneration 
Performance* and other bonuses 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF. Medical and Pension Funds _ 

Total _ __ 

Appointed 1 June 2016. 
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Note 

2017 

R 

2016 

Restated 

Remuneration of Community Services Manager 

Annual Remuneration 

Performance- and other bonuses 

Travel motor car, accommodation, subsistence and other allowances 
Contributions to UIF, Medical and Pension Funds 

Total -----— 


831,097 

117,405 

11.960 

-—880,462— 

866,914 

19,487 

11.860 

898,261 


Remuneration of Corporate Services Manager 

Annual Remuneration 


Performance- and other bonuses 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF, Medical and Pensio n Funds 

Total ——-—- 


Appointed 1 June 2016. 


910,657 

67,272 

72,532 


13.582 

996,771 

82S 

_SUfii 


26 Remuneration of Councillors 
Mayor 

Deputy Mayor 
Speaker 

Executive Committee Members 
Councillors 

Other allowances _ 

Total Councillors’ Remuneration 


Councillors' remuneration comprises: 
Councillors' remuneration 
Motor vehicle allowance 
Cellphone allowance 

Other allowances _ 

Total Councillors' Remuneration 


The municipality has 29 part time councillors. 1 Part time councillor is a chairperson of section 79 committee. 

In-kind Benefits 


453,661 

443,351 

368.350 

359,574 

367,989 

424,239 

1,040.363 

1,018,909 

6,033,013 

5,439,070 

72,639 


6,264,176 7,757.782 


5,833,024 

5,170,826 

1,822,457 

1,723,610 

608,695 

660,638 

- 

202.710 


8,264,176 7.767,782 


ss:, Members a ™ na w t -* «*»■ w— « ■*> « prov«« M 

^ C “ W """ **«• Mdygr M ^,*3 con»«* 


27 Contribution to provisions 


Contribution to Leave Provision 

Contributionto Landfill Provision 

1,626,082 

1,807,473 


801 308 

449,005 

f2.748.627l 

28 Depreciation and amortisation 

-- z&Lm 


Property, plant and equipment 

9,102,301 

87.494 


Intanoible assets 

[otai Depreciation and Amortisation --- 


29 Finance costs 

—-- - - imm 


Borrowings 

South African Revenue Service 

578,942 

404,066 

Suppliers 

242,116 

(1,374,313) 

total Finance Costs -- 

84,024 

399,964 

30 Bulk purchases 

887.541 

(569,913) 


MU 

U mM 

60 <D 

ii 

25.370.106 

25.370.106 
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-- Note 2017 2010 

Ro uted 

R_R 


Electricity distribution losses 

Distribution losses (units) 

Percentage electricity distribution losses 


4,773,668 4,855,083 

16.2% 15.9% 


The municipality purchased 29 380 000 units (2016: 30 598 675 units) from Eskom but only sold 24 806 332 (2016: 25 741 592 units) to consumers. 
This represents a lossof 4 773 686 units equating R4 255 827 (2018:4 855 083 units equating R4 025 731) translating to a percentage loss of 18.2% 
(2016:15.9%). The electricity losses are a resuit of illegal connections and technical losses. 


31 Contracted services 

Contracted aervicta for 

Security services 

Financial and ICT systems support 
Value-Added Tax services 
Refuse removal and landfill site maintenance 
Outsourced electricity services 

Maintenance of parks and gardens _ 

Total Contracted Services _ 


5,714,207 

6,264.102 

4,289,640 

2,394,771 

4,811,091 

5,035,126 

572,221 

546,772 

9,099.729 

6,490,629 

Z4.466.888 

20.731.400 


32 General expenses 

Advertising 
Audit committee tees 
Audit fees 
Bank charges 
Cleaning 

Consulting and professional fees 

Electricity and refuse 

Expanded Public Works Programme 

Fuel and oil 

Hire of equipment 

Insurance 

Legal expenses 

Licence fees 

Postage and courier 

Printing and stationery 

Public Participation 

Refreshments 

Rental of office equipment 

Security - cash banking 

Shared services 

Subscriptions and membership fees 


General expenses (Continued) 

Telephone and fax 

Training 

Transport 

Travel and subsistence 
Uniforms and overalls 
Ward Upliftment and LED projects 
Water and Sanitation 

Other _ 

Total General Expenses __ 

33 (ProfltyLoss on disposal of assets 

Property, plant and equipment _ 

Total Loss on Sale of Assets 

34 Impairment loss 

Property, plant and equipment 
Total impairment loss __ 

35 Electricity expense- free basic services 


363,681 

205,193 

268,559 

237,165 

1,725,313 

1.575,335 

184,764 

272,821 

271,150 

289,701 

3,875,768 

951,772 

616,923 

1,277,843 

3,712,972 

5,868,868 

1,698,926 

1,528,285 

2,872,458 

620,741 

1,136,846 

839,440 

351,234 

339,944 

785,630 

224,950 

4,132 

15,934 

793,722 

910,931 

3,693,756 

3,830,266 

329,417 

252,550 

1,113,553 

1,016,445 

132,976 

166,598 

. 

235,610 

164,510 

836,421 


1,378,618 

917,754 

1,016,971 

1,399,140 

516,309 

541,933 

7,813,992 

8,573,156 

388,359 

547,744 

2,976 926 

3,442,519 

201,805 

539,133 

5,581,177 

3.362,598 

1 1 1 1 1 M 



276.708 _ 32,768 

278.708 _ (278,788) 

2.182.922 _ 43,062 

2.182.922 _ 43,062 
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Note 2017 

2016 


R 

Restated 

R 

Free basic services 

1,657,011 

2.450.840 

Total Electricity free basic services 

1,657,011 

2,450.840 

Fair value gain 

Investment property carried at fair value 

(13,565,000) 

f7.270.000) 

Total Profit on Fair Value Adjustment 

113,565.000) 

(7.270.000)1 


The fair value of investment properties was determined by external, independent property valuers having appropriate recognised professional 
qualifications and experience in the location and category of the property being valued. The valuation was performed in line with GRAP16. 


37 Cash generated by operations 


Surplus for the year 

Adjustment for- 

64,466,334 

60,446.610 

Depreciation and amortisation 

9,189,795 

7,878,900 

Interest income 

(10,356,697) 

(6,734,286) 

(Gain)/Loss on sale of assets 

276,708 

(276,768) 

Contribution to provisions - non-current 

1,137,608 

(3,165,055) 

Debt impairment 

14,019,428 

13,507,390 

Finance costs 

887,541 

(569,913) 

Fair value adjustments 

(13.565,000) 

(7,270,000) 

Impairment loss 

2,182,922 

43,062 

Defined benefit plan obligations 

90.046 

406,807 

Operating surplus before working capital changes: 

$8,326,745 

64,066,747 

Decrease in inventories 

. 

- 

(Decreasel/lncrease in exchange receivables 

(13,021,040) 

(9,765,214) 

(Decrease)/lncre»se in non-exchange receivables 

(12,870,387) 

(5,956,971) 

(IncreaseyDecrease in prepayments 

496,096 

(40,094) 

increase in exchange payables 

3,274,013 

4,896,574 

Increase / Decrease in vat refundable 

3,153,386 

(6,265,099) 

Increase / Decrease in consumer deposit 

783,341 

1,324,222 

Increase / Decrease in revenue received in advance 

(114,592) 


Cash generated by operations 

50,027,562 

48,260,165 

Cash and cash equivalents 

Cash and cash equivalents included in the cash flow statement comprise the following: 

Bank balances and cash 

1,603.862 

9.774,199 

Net cash and cash equivalents 

1,603,862 

9,774,199 

There was no bank overdraft outstanding at the end of the financial year 

Correction of prior period errors 

The comparatives for 2015/16 have been restated in respect of the following errors; 

Trade and othar receivables from exchange transactions 



In the previous set of financial statements for the year ended 30 June 2016. the figure indicated under trade and other receivables from exchange 

transactions, was incorrectly stated. This was corrected and the balance is restated as follows: 



Closing balancs as at 30 June 2016 


9,590,609 

Correction of error: Service charges reversed 


(1,180,774) 

Restated balance 


8.409,835 

Trade and other receivables from non-exchange transactions 



in the previous set of financial statements fcr the year ended 30 June 2016, the figure indicated under trade and other receivables from non-exchange 

transactions, was incorrectly stated This was corrected and the balance is restated as follows: 



Closing balance as at 30 June 2016 


54,521,903 

Correction of error: PropertY rates reversed 


(730,514) 

Restated balance 


63.791.369 
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Note 2017 2016 

Restated 

R_R 


Vat receivable 

In the previous set of financial statements for the year ended 30 June 2016, the figure indicated under vat receivable, was incorrectly staled. TNs was 

Closing balance aa at 30 June 2016 13,925.692 

Correction of error; Vat receivable prevision__{3,563,6641 

Restated balance ___10,361,906 


Properly, plant and equipment 

In the previous set of financial statements for the year ended 30 June 2016, the figure indicated under property, plant amt equipment, was incorrectly 
stated. This was corrected and the balance is restated as follows: 

The comparative amount has been restated as follows: 


Closing balance as at 30 Juna 2016 306.250,542 

Correction of error. Cost (4,578,326) 

Correction of error. Accumulated depreciation 72,638 

Correction of error: Decommissjonino asset in respect of landfill provision previously understated _ 3,965,208 

Restated balance_306,710,062 


Trade and other payables from exchange transactions 

After the compilation and submission of the annual financial statements for the year ended; 30 June 2016, it became apparent that the trade and other 
payables from exchange transactions was mistated. This was corrected and the balance is restated as follows: 


Closing balance as at 30 June 2016 

Correction of error: Expenditure overstated in previous years 

37,545,658 

(4.583,932) 

Restated balance 

32,961,726 

Unspent conditional grants and receipts 

After the compilation and submission of the annual financial statements for the year ended 30 June 2016, it became apparent that the conditional 
grants were mistated. This was corrected and the balance is restated as follows: 

Closing balance aa at 30 June 2016 

Correction of error: Recognition of revenue understated in previous years 

12.763,480 

(5,073,287) 

Restated balance 

7,690.193 

Non current provision- Landfill site 


After the compilation and submission of the annual financial statements for the year ended 30 June 2016, it became apparent that the non currant 

Closing balance as at 30 June 2016 

Correction of error, non current provision understated In previous years 

4 948.939 

3.965,208 

Restated balance 

8.914.147 

Statement of Financial Performance: 

Service charges 

Service charges previously reported 

Correction of error. Refuse and etectfcitv income mistated 

41,423,596 

(669,570) 

Effect on financial performance 

40.764,021 

Interest earned outstanding receivable 

Interest earned outstanding receivable previously reported 

Correction of error Interest earned outstandinc receivable incorrectly recognised and now adjusted 

5,748,835 

(629,664) 

Effect on financial performance 

6.119.161 

Property rates 

Properly rates previously reported 

Correction of error: Property rates incorrectly recognised and now adjusted 

26,874,788 

(42.140) 

Effect on financial performance 

26.832.648 


Government grants and subsidies 

Government grams and subsidies previously reported 157,306,194 

Revenue recognised in respect of COGTA electrification Grant 1,864,248 

Revenue recognised in respect of Flee market grant 211.611 

Revenue recognised in respect of Library community services grant 105,123 

Revenue recognised in respect of fmbube cultural village grant 400,976 
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Notes to the Annual Financial Statements 
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Effect on financial performance 


Employee related cost 

Employee related cost previously reported 
Correction of error: employee related cost double 


Effect on financial 


red and now adjusted 


2016 

Restated 

R 


EEXXXEL 


65,396,348 

(1,679,425) 


Dept impairment 

Debt impairment previously reported 


Correction of error: Debt 


Effect on financial 


t understated and now adjusted 




9,952,999 

3.554,391 


Depreciation and amortisation 
Depreciation and amortisation previously reported 
Correction of error: Depreciation in respect of 


Effect on financial 


iifjin; iiffl 


infrastructure misstated 


Repairs and maintenance: 

Repairs and maintenance previously reported 

Correction of error: Repairs and maintenance not accrued in 2015/16 


Effect on financial performance 


6,369,942 

68.766 




Finance charges: 

Finance charges previously reported 
Correction of error: Interest on Sara 


Effect on financial 


iti-Iinf lrl‘i, 


(570,283) 

370 


r _ T it-: 


Contracted services: 

Contracted services previously reported 

n of error: Contracted services not accrued in 2015/16 


fleet on financial 


20,374,486 

356,914 


EJMCL 


General expenses: 

General expenses previously reported 
Correction of error. General 


14ii.ataautr.itMf 


38,469,280 

351.510 


Total impact of corrected errors on the statement of financial performance 

Totai Impact on statement of financial position 

Total impact on prior year opening accumulated surplus 


1,464,714 

323,441 

1,141,273 


Accumulated surplus: 

Accumulated surplus previously reported 
Correction of error: Expenditure understated 


Effect on financial 


325,434,646 

1,141,273 


eejozajh 


Alter all corrections of errors and changes in accounting poticies are accounted for, the restated accumulated surplus as at 30 June 2016, will be as 
follows: 


Statement of Changes In Net Assets 
Closing balance as at 30 June 2016 
Correction of error 


d! V.lt M-! FTTT 


307,345,979 

(323.441 


Cash flow statement: 


Cash flow from operating activities 
Receipts 

Sate of goods and services previously reported 
Correction of error: revenue over recognised 


Restated cash flow 


51,267,055 

511.8 


LirtliX 


Interest income previously reported 
Correction of error: revenue over recocnised 


7,363,970 
771) 


urnti'; M-j i Uii 


Employee costs 
Employee cost reported 

Correction of error: expenditure over recognised 


(65,896,348) 

1,679,425 
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Note 

2017 

R 

2018 

Restated 

R 

Restated cash flow 



I84J18.923) 

Payments 

Suppliers previously reported 

Correction of error: expenditure over recognised 



(95,771,579) 

2.427.807 

Restated cash flow 



(63.343,7721 

Interest paid previously reported 

Correction of error; expenditure over recognised 



570.283 

(370) 

Restated cash flow 



589,913 

Cash flow from investing activities 

Purchase of property, plant and equipment 

Purchase of property, plant and equipment previously reported 

Correction of error: assets not accrued 



(59,920,191} 

(19,302) 

Restated cash flow 



(59,939^493) 

Cash flow from financing activities 

Unspent conditional grants 

Unspent conditional grants previously reported 

Correction of error movement in unconditional grants not separately disclosed 



(2.645,480) 

Restated cash flow 



(2,645,480) 

Cash generated by operations 

Operating surplus before working capital previously reported 

Correction of error 



65,452,538 

(1.385,791) 

Restated cash flow 



64.086,747 

Cash generated by operations previously reported 

Correction of error 



51,575,360 

(3.315.195) 

Restated cash flow 



48,260,185 

Unauthorised, irregular, fruitless and wasteful Expenditure 

40.1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 

Opening balance 

Unauthorised expenditure current year 

Prior year corrections 

Written off by Council 


13,971.143 

2,205,955 

31,701,905 

13,971,143 

(31.701,905) 

Unauthorised exoenditure awaitina authorisation 


16.177,098 

13,971,143 

The above unauthorised expenditure within the votes is as a result of year ena accounting transactions not budgeted for. This unauthorised 
expenditure will be tabled in a special adjustment budget when the annual report is tabled accordance with section 23(6) of the Budget and Reporting 
Regulations. Despite the significant overspending on some of the votes, the total expenditure exceeded the budget by an insigificant amount. 

40.2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 

Opening balance - 

Fruitless and wasteful expenditure current year 

Written off bv Council 


342,341 

781,075 

296,187 

106,291 

(60.117) 

Fruitless and wasteful expenditure awaiting condonement 


1j133,418 . 

342,341 


The fruitless and wasteful expenditure incurred during the current has not yet been presented to council. The following incidents occurred in the 
previous year and have not yet been finalised. 


Incident 
Payment for refuse drums 
Payment for accommodation 
interest on late payments 


Disciplinary steps/criminal proceedings 

Handed over to lawyers for collection 
Handed over to lawyers foe collection 
Condoned 


40.3 Irregular expenditure 

Reconciliation of irregular expenditure 

Opening balance 
Irregular expenditure current year 


24,420,755 55,804,889 

41,368,057 24,429,755 
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Note 

2017 

R 

2016 

Restated 

R 

Prior year irregular expenditure identified in this financial year 

Written off bv Council 


16,987,331 

_(55.8M.S89) 

Mm ii w !.! 


■■S9 

— ■ 111 


Incident Disciplinary atepdcriminal proceeding* 

Non-adherence to Supply Chain Regulations _ None _ 


The councillors referred the irregular expenditure incurred prior to 2016/17 to MPAC (or investigation The irregular expenditure will be submitted to 
the MEC for Cogia and National Treasury for condone meat during 2Q17/18. The irregular expenditure tor the current year has yet to be presented to 
council. 


Management to still in the process of quantifying the full extent of Items to be included. 


41 Supply chain management regulations - Other Matters 

Paragraph 13(c)(iii) of Government Gazette No. 27636 issued in May 2005 indicates that a supply chain management policy must state that a 
municipality may not consider a written quotation or bid unless the provider who submitted a quotation or bid has indicated whether a spouse, child or 
parent of the provider or of a director, manager, shareholder or stakeholder referred to in subparagraph (ii) is in the service of the state, or has been in 
the service of the state in the previous twelve months. 

Paragraph 45(a), (b) and (c) of Government Gazette No 27636 issued in May 2205 states that the notes to the annual financial statements of a 
municipality or municipal entity must disclose particulars of any award of more than R2.000 to a person who is a spouse, child, parent of a person in 
the service of the state, or has been in the service of the state in the previous twelve months. 


Award* to employee* from other organ* of atate 


2017 2016 


Dzeworx Construction - KZN Social Development 
Sobethu Mgazi fPty) Ltd - KZN Education 
W W Mgilija (Pty) Ltd - South African Post Office Ltd 
Help Africa Companies (Pty) Ltd - Ekurhuieni Metro 
P Gerhadus. • Mossel Bay Municipality (Imesa) 

N E Dlamini • National Public Works & Administration 
B E Ngobese - KZN Education 
Afgri- Public Investment Corporation Limited 
Afgn- Public Investment Corporation Limited 
Afgri- Public Investment Corporation Limited 
Aymama Trading - Transnet Freight Rail 
Ezomgcbo - KZN Education 
Ikusasalentsha Events Managers - KZN Transport 
InguboYethu Trading and Projects * KZN Education 
Inzglulwazi - KZN Health 

Jiketele Primary Co-Operative Limited - KZN Transport 
KMPG - City Of Cape Town 
Kuthangi Lodge - KZN Hearth 

Len Dekker Attorneys - Commision tor Conciliation Mediation and Abitration 
L O Tantsl Fife Consultants - SAA Technical 
MD and L Creation and Projects - Transet Freight Rail 
MNT Geomatics - Amahlati Local Municipality 

Neat and Fast Auto Trimmers and Spares - NAT: Rural Development 8. Land Reform 

Nondaba Business Consulting - KZN Co-Operative Governance 4 Trading Affairs 

Nonyamazane General Trading - KZN Health 

Pitiliza Trading and Projects - KZN Education 

Price WaterHouseCoopers - Amahlati Local Municipality 

RPS Television - KZN Education 

Sabinet Online - Cassidra 

Sabinet Online - National Library of South Africa 

Seskhona Production - independent Electoral Commission 

Shubhisi Trading - Tshwane Metropolitan 

Spheii Multi-Purpose Primary Co-Operative Limited - KZN Health 

Spheii Multi-Purpose Primary Co-Operative Limited - KZN Agriculture,Environmental Affairs 4 Rural Develoi 
Spheii Multi-Purpose Primary Co-Operative Limited - KZN Transport 


168,575 

21,800 

. 1,900 

25,972 
12,500 
700,979 
232,558 

7,209 

7,209 

7,208 

572,062 

213,117 

117,880 

191,980 

1,155,880 

5,340 

4,145,351 

50,400 

66,079 

1,250 

79,344 

2,018,300 

99,573 

120,000 

174,837 

347,712 

6,440,720 

69.900 

86,566 

86,566 

153,600 

120,000 

102,040 

102,040 

102,040 
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Not* 

2017 

R 

2016 

Restated 

R 

Steven Samuels Management Consultants - Mafikeng Local Municipality 

Stevo Projects and Services - Eskom Holdings Ltd 

Tshangase General - MP Education 

Tshangase General - NAT: Rural Development & Land Reform 

Wenkosumusa Trading - KZN Transport 

WSS Math&na Trading Enterprise ■ Transnet Freight Ran 

Yenzokuhle Trading - KZN Education 

9,679 

117,000 

127,176 

127,176 

156,829 

3990 

16,250 




1,164,284 

Additional disclosures in terms of Municipal Finance Management Act 

Contributions to organised local government (SALGA) 



Opening balance 

Council subscriptions 

Amount oaid - current 

500,000 

(500.000) 

500,000 

(500,000) 




Audit fees 



Opening balance 

Current year audit fee 

Amount paid -« current year 

Amount paid - previous years 

1,725,313 

(1,703,741) 

1,575,335 

(1,575,335) 

Balance unpaid (included in payables) 

21,572 

■ 

VAT refundable 

VAT refundable is shown in note 14. Ail VAT returns have been submitted by the due date throughout the year. 

The municipality is on the payment basis. 

PAYE and UIF 



Opening balance 

Current year payroll deductions 

Amount paid ■ current year 

Adjustment' movement 

771,879 

_UIL062 

587,340 

8,910,354 

(9,514,679) 

_788864 


HHbALiAlkB 

i mmtifuM 

The balance represents PAYE and UIF deducted from the June 2016 payroll. These amounts were paid during July 2016. 


Pension and Medical Aid Deductions 



Opening balance 

Current year payroll deductions and Council Contributions 

Amount pad - current year 

Adjustment-movement . . ~ 

Balance unpaid (included in payables)____—- 

■m 

639,810 

5,544,733 

(5,486,792) 

=Ji 


The balance represent* pension and medical, aid contributions deducted from employees in the Jure 2017 These amounts were paid during July 
2017. 


Councillor’s imir consumer accounts 

The following Councillors had arrear account* outstanding for more 
than 90 days as at: - 


Total 

R 


Outstanding less Outstanding 

than fO days more than 90 

daut 

R R 


as at 30 June 2017 

Cllr N J Mkhwanaxi 


294 


294 
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Note 

2017 

R 

2016 

Restated 

R 

Cllr B Mvelase 

923 

923 


Cllr K E Nxumalo 

445 

445 


CllrAZThabede 

2,556 

2.558 


Total Councillor Arrssr Consumer Accounts 

4,220 

4.220 

- 


Councillor’s arrear consumer accounts 



Total 

Outstanding less 

Outstanding 

The following Councillors had arrear accounts outstanding for more 
than 90 days as at: - 


than 90 days 

mors than 90 
days 

as at 30 June 2016 

R 

R 

R 

Cllr N J Mkhwanazi 

545 

545 


Cllr B Mvelase 

145 

145 


Cllr KE Nxumalo 

412 

412 


Cllr Z L Nxumalo 

130 

130 


Cllr A Z Thabede 

2,061 

2,061 


Cllr C N Mavuntila 

374 

374 

. 

Total Councillor Arrear Consumer Accounts 

_ 


. 


43 Capital commitments 

Commitments In respect of capital expenditure 


Approved and contracted for (Exclusive of VAT) _ 38,669,270 21,418,640 


Infrastructure 

19,445,985 

15,414,035 

Community 

19,223,285 

6,004,605 

Other 

* 

- 

Approved but not yet contracted for (Exclusive of VAT) 

82,076,150 

86,129,000 

Infrastructure 

61.057.210 

66,000,500 

Community 

21,020,940 

17,796,500 

Other 

• 

2,332.000 


Total 

120,747,420 

107,547.640 

This expenditure will be financed from: 

Government Grants 

120,747,420 

72,797,844 

External loans 

. 

32,417,796 

Own resources 


2,332.000 

Total source of hinds 

120.747,420 

107,547,640 

Operating leases 

At the reporting date the entity has outstanding commitments under operating leases which fall due as follows: 



Operating leasee - lessee 

Within one year 

209,706 

516,356 

In the second to fifth year inclusive 

13,915 

223,821 

After five years 

. 

. 

Total 

ffiML. . 

733,977. 


Operating Leases consists of the following: 

Certain of the municipality's property is held to generate rental Income Rental income recognised from major operating leases has not been 
accounted tor on the straight-line basis over the lease terms because the lease agreements had expired and in the process of being renewed. There 
are contingent rents receivable. 

45 Traffic fines 


Fines recoverable at beginning of year 

255,936 

716,224 

less: Receipts during the year 

(233,559) 

(231.450) 


22,377 

484,774 

Fines recoverable raised during the year 

202,274 

255,936 

Less: Impairment 

(22,377) 

(464.774) 

Fines recoverable at end of year 

- mm 

mm 
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Note 

2017 

R 

2016 

Restated 

R 

Reconciliation of net statement of financial position amount 

Opening value 

Amount recognised in statement of financial performance 

Payment made to pensioners 

959,449 

204,024 

(36.405) 

735,074 

224,375 

578,651 

200,249 

(43,826) 

Closing value 

1,127.068 

959.449 

735,074 

Principal actuarial assumptions: 

Assumptions used at the reporting date: 

Discount rate used 

Salary inflation 


930% 

8.30% 

9.20% 

8.20% 

Principal actuarial assumptions: 

Sensivltles 

1 % increase in discount rate 

- Increase in defined benefit obligation 

- Percentage 


842,180 

-12.2% 

959,449 

-12.7% 

1% Decrease in discount rate 

- Decrease in defined benefit obligation 

- Percentage 


1,099,656 

14.6% 

959,449 

15.2% 

1% Decrease in salary inflation 

- Decrease in defined benefit obligation 

- Percentage 


844,068 
•12 0% 

643,116 

-12.5% 

1 % increase in salary inflation 

- increase in defined benefit obligation 

- Percentage 


1,094,615 

14.1% 

843,161 

14.7% 


Medical benefit* 

included in defined contribution plan information is the above plan which is a multi-year employer fund and is a defined benefit plan, but due to the feet 
sufficient information is not available to enable the municipality to account for the plan as a defined benefit plan. The municipality accounted for this 
pian as a defined contribution pian. 

An actuarial valuation has been performed of the municipality'* liability in respect of benefit* to eligiWa retirees and retired employees of the 


municipality by KPMG Services (Ply) Ltd 

Present value of funded obligations 

2018 

Projected 

3.187.919 

2017 

3.115.386 

2018 

3.025.320 

Total present value of obiioations 

3.187.919 


3.025.320 

Liability fordeflr^Wflt obilg^onslnthf sMienTo? 

3.187.919 

3.116.368 

3.028.320 

Changes In the present value of the defined benefit obligation are as follow*: 

Opening value 

Interest costs 

Actuarial losses/fgains) 

Benefits oaid 

2018 

3,115,366 

289,798 

(217.2451 

2017 

3,025,320 

278,329 

11,626 

(199.9091 

2018 

2,618,513 

227,154 

368,822 

(189,189) 


MM^nrAwm 

3.115.368 

.. mSJZQ 

Expenses and income recognised in surplus for the period 

Current service costs 
interest costs 

Actuarial caina and losses 

289,798 

278,329 

11.626 

227,154 

368,823 


'■ . *4 ■ 

m xi-» 

_ mam. 
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Note 

2017 

R 

2018 

Restated 

R 

Reconciliation of net balanct sheet amount 

Opening value 

Amount recognised in income statement 

Payment made to pensioners 

3,115,366 

289,798 

(217,245) 

3,025,320 

289,955 

(199.9091 

2.618,513 

595,976 

(189,169) 

Closing value 

3.187.918 

3,115.366 

3,025,320 

Principal actuarial assumptions: 




Discount rate used 

Salary inflation 


9.30% 

8.30% 

9.20% 

8.20% 

Sensitivity to medical inflation assumptions 




1% increase in medical inflation 

Percentage 


3,487,869 

12.0% 

3,402,774 

12.5% 

1% decrease in medical inflation 

Percentage 


2,601,797 

-10.1% 

2,709.455 

-10.4% 

1% decrease in Discount rate 

Percentage 


3,502,204 

12.4% 

2,703,694 

-10.8% 

1% decrease in Discount rate 

Percentage 


2,795,654 

-10.3% 

3,416,784 

12.90% 

Mortality less 2 years 


5,024,369 

9.40% 

3,234,787 

8,63% 


47 Contingent liabilities 

Claim for breach of contract 

Mayibuye Earthworks cc • this is a claim for damages in the amount of R2 062 915.34 excluding VAT against the municipality for breach of contract. 
The matter is defended by Council's attorneys. 

Claim for use of private property without agreement 

The Impala Water Users Association - this is a claim for the amount of R5 606.11 for the use of private property by the municipality without entering 
into a formal lease agreement with the owner of the property. 

Claim for damages to vahlcle 

This is a claim for damages in the amount of R92 163.42 whereby the municipal vehicle collided with the private passenger vehicle owned by the 
claimant. 


Claim for for servlets rendered but not paid for 

lekwa Consulting Engineers is claiming from the municipality the amount of R612175.93 for services rendered. The municipality is disputing this 
claim since the consult was dismissed for sbody work before incurring the aiieged costs. 

Claim for the balance of the contract price 

Isibili Developments were contracted to construct a flea market but were dismissed before the completion of the project due to lack of performance. 
They are now claiming R617 464.36 representing the balance of the contract price 


Claim to enforca the sale agreement concluded with the 
Municipality 

The trust and its Trustees brought an application against the Municipality to enforca the safe agreement concluded with the municipality to the value of 
approximately R43 million. The matter is defended by Councils Attorneys 


48 Contingent asset 

Lessor - rental agreements 

The municipal has submitted ail expired lease agreements to its legal advisors to determine the recovery of rentals in arrear. These lease 
agreements expired in the previous financial years and were never renewed. The recoverable amount cannot be estimated accurately. 

Payment made for Accommodation during the SALOA games 

The municipality paid Elam investments the amount of R164 480 for the accommodation during the SALGA games. The accommodation was not 
provided. The expenditure was condoned by Council. 


58 








uPhongolo Local Municipality 

Notes to the Annual Financial Statements 
for the year .ended 30 June 2017 



49 In-kind assistance 
Description 

Department of Cooperative Governance and Traditional Affaire 

- Implementation of Back to Basics (Service Delivery) 

- Monthly review of reconciliations and compliance with MFMA and SCM Regulations 

- Review of the Annual Financial Statements (AFS) tor the year ended 30 June 2017 

Provincial Treasury 

- Monitoring the implementation of the Supply Chain Management Regulations. 

- Implementation of cash management. 

- Review of the Annual Financial Statements (AFS) for the year ended 30 June 2017 

49 Events after the reporting date 

There were no events that occurred subsequent to year end that materially affected fair presentation of annual ftnandal statements as at 30. June 
2017. Subsequent to year end, the National Treasury disallowed the rollover of the MIG unspent funds - refer note 16. 


50 


Key source* of estimation uncertainty and judgment* 

The following areas involve a significant degree of estimation uncertainty: 

Useful lives and residual values of property, plant, and equipment 
Recoverable amounts of property, plant and equipment 

Provision for rehabilitation of landfill sites (discount rate used, number of years, amount of cash flows) 

Present value of defined benefit obligation 

Fair value of plan assets 

Provision for doubtful debts 

Impairment of assets 

Provision for long-term service award 


rm following areas involved judgement*, apart from those involving estimations disclosed above, met rtwMgwmm hu 01 

applying the municipality's accounting policies and that have the most significant effect on the amounts recognised in the financial statements. 


Impairment of assets 
Provisions 


Other 


51 Risk Management 

Maximum credit risk exposure 

Credit risk consists minty of cash deposits, cash equivalents snd trade debtors. The municipality only deposits cash win major banka with high 
quality crecit standing and limits exposure to any one counter-party. 

Trade receivable* comprise a widespread customer base. Management evaluates credit risk relating to customers on an ongoing basis. If customers 
are independently rated, mess ratings are used Otherwise, if there is no independent ratmg, risk control 

taking into account Its financial position, past experience and other factors. Individual risk kmrts are set besed on w _ 

accordance with limits set by the board. The utilisation of credit limits is regularly monitored. Amounts owing consumers debtors tor rates and servic 
are settled in cash or using major credit cards. Credit guarantee insurance is purchased when deemed appropriate. 


Capital risk management 

The municipality's objective when managing capital are to safeguard the municipality's ability to continue as a ^lng asc^cem in order to provide 
returns for member and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. 

The capita! structure of the municipality consists of debt, which includes borrowings (excluding derivative financial liabilities) disclosed in note 22, cash 
and cash equivalents disclosed in note 3, and equity as disclosed in the statement of financial position. 

There are no externally imposed capital requirements. 

There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or externally imposed capital 
requirements from the previous year. 


Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover 
ongoing review of future commitments and credit facilities. 


future commitments. The municipality manages liquidity risk through an 


Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 
Consumer deposits 


2017 2018 

2,507,81* 1,724,477 
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Trade payable* from exchange transactions 
Current portion of long-term borrowing* 
Current portion of finance lease liability 
Non-current portion of long-term borrowings 
Non-current portion of finance lease liability 

Interest rat* risk 


2017 2016 

Restated 

_R_ R 

36,235,739 32,961,726 

243,236 

2,45B,660 3,399,016 

2,646,900 3,745,218 


S?an^in w# * t * ** munW ^» income and operating cash flows are substantially independent of 

2? 1T C ^1 S interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the municipality to cash flow interest 

» ysss?**** “ r "*“• intw “' ate risk - "*"**•* f** is 10 "*-» m cr 


Credit risk 

'SLSS?* mainly ° f <*** deposits, cash equivalents and trade debtors. The municipality only deposits cash with major banks with Utah 
quality credit standing and limits exposure to anyone counter-party. 

°°^ e ® w "? e * pf ** d custoner base - Management evaluated credit risk relating to customers on an ongoing basis If customers 
ar ® T* 0th8riM ’ if1h * re * no impendent rating, risk control assesses the credit quality of the customer 
,Km - indMau *' riik ** are -* *— w ,Me ™' "** - * 

At year end, the maximum exposure to credit risk was as follows: 


Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Trade and other receivables from non-exchange transactions 
Long term receivables from exchange transactions 

Total credit risk exposure 

52 Reclassification of information 


2017 

1,603,862 

7,411,447 

66,661,776 

3.498.857 


2016 

9,774,199 

7,411,447 

53,791,389 

3.610.944 




Mc^ 8 teit !t>,efn<!nti ** y " r ' ndM 30 *"• 20,e ' 11 bKi ™ a PP» rertt «* *™ of general .xpen^i W re 


below: 

Statement of Financial Perfomance: 

Electricity expenses- free basic services previously reported 
Reclassific ation: amount transferred from grants and subsidies paid 


Effect on financial perfomance 


2 , 450,540 

2,460,840 


Statement of Financial Perfomance: 

Grant and subsidies paid previously reported 

ipclassificato'i; a mount t r ansferred to electricity expenses- free basic services 


2,450,840 

(2.450.8401 


53 Going concern 

42?Wa/aci?Ra?«!i “ iSiSI!: ,he m ** ****** of R1 603 862 (2016: R9 774 199 ana current liabilities of R49 

441 (04 (4C10. R51 914 844). This meant that the municipality was not in a position to meet its current obligations as at that date, 

US “"S °1 9ccountin8 ***** *PP ,icabks to » fl*"# concern. This basis presumes that fund* will 
frfthyetmereaijMbon of assets and settlement of liabilities, contingent liabilities and commitments will occur 

in houM ‘ ■?£ * **** S .! everK * * nhancernent tR «t will assist in enhancing the collection. The 

n house revenue collection unit w»ll be established in order to implement the revenue enhancement strategy. The Vat refunds withheld by SARS are 
still under dispute and the matter is being handled by the municipal Attorneys. ^ 

54 Budget differences 

The comparison of the Municipality's actual financial performance with that budgeted is set out on page 11 


60 




uPhongolo Local Municipality 

Notes to the Annual Financial Statements 
for the yeaF ended 30 June 2017 

Mote 2017 

___ _ _ R 

Material differences between budget and actual amounts 

The actual expenditure over the final approved budget was 98%. 


2018 

Restated 

R 


Material differences was considered for variances above 5% in the budget statement. 

Revenue 

58.1 The increase in service charges is attributable to the increase in rates/tariffs as well 

58.2 Rental of facilities and equipment increased due to increased-demand for community halls and changes in approved rates/tariff and market 
stalls added to revenue streams. 

58.3 Interest from external investments decreased to less funds invested in call: accounts. 

58.4 Interest earned on outstanding debtors increased mainly due to increased level of outstanding receivables. 

58.5 Other income from exchange transactions increased mainly due to KZN subsidy and anticipated revenue from tender documents. Overall sundry 
revenue increased more than anticipated. 

58.7 Property rates increased due to increase in property values and changes in rates category. 

58.8 Fines revenue collected decreased during the year. The collection of fines depends mainly on the decision of the magistrates office. 

58.9 Government grants and subsidies allocation decreased due disallowed roll- over of other conditional Grants. 


Expenditure 

58.10 Employee related costs increased due to increase in staff complement and general increase in salary scales. 

58.11 Repairs and maintenance decreased due to the municipality is investing on new capital assets in order address the badlogs. 

58.12 Finance changes decreased due to some loans were fully paid and the municipality raised only one new loan in current year. 

58.13 The increase in contracted services is attributable to increased VIP protection expenditure, Implementation of MSCOA regulation, refuse remove. 

68.14 General expenses: Increases over 10% of prior year expenditure: 

Advertaing Less advertising was undertaken during the year under review 

Audit committee fees Number of special meetings increased and the appointment of an additional 

member. 


Audit fees 
Bank charges 

Consulting and professional fees 
Electricity and refuse 


Expanded Public Works Programme 
Fuel and Oil 

Mire of equipment 
insurance 
Legal fees 


The increase is attributable to inflation and volume of work undertaken as 
Speedpoint* were installed at the cashier's office and traffic department to 
enable customers to pay usinq bank cards 
Less ccnsulturta in compliance with the request by Nations! Treasury that 
the use of consultants should be decreased. 

The increase is due to the Increase in tariff approved by NERSA and 
wastage by staff leaving offices without switching off the lights and 
airconditicners 

The EPWP grant allocation increased hence the the increase in expenditure 
increase Is due to increase in motor vehicle fleet and machinery, 

Increase in own fleet has resulted in the decrease in the hire of equipment 
and machinery 

The increase is partly due to inflation and increase in assets. 

Fewer mattefs were referred to the lawyers during the year. 


Postage and courier 


increase due to use of postage stamps franking machine for the first time 


Public participation 

Refreshments 

Rental of office equipment 

Security - banking services 


National Treasury encourages municipalities to be continually in contact: with 
the community, hence the increase in expenditure 

The municipality stopped the provision of beverages, to its staff 
The increase is due to inflation 

The money is now banked in Richards Bay and not uPhongoto branch 
anymore, hence me increase in the security cost 
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Not* 2017 2016 

Restated 

_ _R_ R 

Subscriptions and membership fees The increase is attributable to the Saiga levy which is based on the salaries 

budget which increased for the year under review 
Increase is attributable mainly to inflation 

Decrease is due to a number of officials having completed the CPMD training 
The increase is moderate and is a combination of increased number of 
meetings as well: as transport costs due to implementation of new regulation 
(MSCOA). 


Telephone and fax 
Training 

Travel and subsistence 


Uniforms and overalls 


Water and sanitation 


Other 


More protective clothing was purchased due to the increase in the number of 
general workers 

The municipality took the decision to pay for water accounts owing by its own 
staff since the District Municipality demanded payment from the municipality 
for arrears 

The increase is mainly attributable to accommodation and communication 
expenditure 


55 Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27836 issued on 30 May 2005 states that a supply chain management policy must provide for the 
procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the Accounting Officer may dispense with the official procurement process in certain circumstances, 
provided that he records the reasons for any deviations and reports them to the next meeting of the Council and include a not# to the annual financial 
statements. 

During the year certain expenditure as outlined in appendix G was incurred and the process followed by incurring those goods and services deviated 
from the provisions of paragraph 12(1)(d)(i) as stated above. The reasons for these deviations were documented and reported to the Accounting 
Officer who considered them and subsequently approved the deviations from the normal supply chain management regulations. 


Deviations for the current year 

1,858,920 

908,075 

Approved by Accounting Officer 

(1.858.920) 

(908.075) 

Balance carried forward 

- 

- 
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for the year ended 30 June 2017 


ui u uj w r o) B 

3 *£ oo o co co* co co 

T ^ CV tft 1 r* so i- 

N- NONfflOOttlO 

^ Of ctf o N>" **•’ n-" in m 



CDlNONifltOQT-pfVoS 
ffi O lO © 1- 0) (O (N CO !0 io ® 
cO* ID CO CO CO O CD 
NSS« 
_ - _ . . . O CD T" C3> 

co o" n r^T o> t—_ ^ <o to 


8 TJ 


u 

s 

i 

CO 



2 I 

S T» 


■OIQfOOtOCOifir 

0®CDO>t-«OJ^-(T) 

IDCVOSi-rffOSOW 


a; it, 

CO O 
O CD CM 

¥ 3 

xr co 


CO O rr CM CO 
CM lO 03 CM 

M 05 r- § N 


£ § 


CStWCVNT-^OWi-® 
▼“ COCMOMt-t-CMt“<Ot“ 


2 s £ § § § § f ? s s? £ 
®5 28 li*^sSS 


CO CO CO 

t- h- 


CO CO 03 CM 00 CM 
«)r- 


» ? 5 

flip 

o0 


E 

05 
£ 

I 

© 

.IB 



1 _ 

^Iflliiiii 


« c 


A -/ V W ILA. _J . 1 = U ^ 

uiSmooffluairiii 

©©©wlo^M-coONn 


c 

CCS 

2 

® w. 

v> © 
If 
5 o 


n *- 


co o 

CM T“ 

j, 

r**" U>" cm' 03 lO" K T“ 

T- ~ CO 


g ® U3 CM & CO Si 


*t»«r j 

N CO CO CM O CM 


03 


ggCMcgcocDkpr'. 


CD DM . 
NO® 


§2 


ssl 2 IIisi_ 

03’ 3 o' CO' o' « tfi cp CM «0 

CM CM r~ T- (Si r- <"M 


S* 


. N» 
CM fv 


K ® 


CO co 


?l 2 Ig§§ll^ 

a £ 5 § 5 8 8 ‘ S 8 ? S' 

COn lO S3 MT f*» <0 03 CM T“ o 

r 4X3 CO CD g CM CO CM CM 


CM 

a. 


CO 

to 

CM 

CM 

CO 1 

«*. 

V 

* 

m 

*r- 

co 

«0 

p> 

nil 

a 

a 


© 

05 

§. 

ro 

» 

£ 

O 

? 

E 

IB 

■ 

E 

1 

9 


s 





uPhongolo Local municipality 
APPENDIX E 






uPhongolo Local Municipality 



Thl» schedule does not form part of the annual financial statements and is presented for additional information purposes only 
































DEVIATION FROM PROCUREMENT PROCESSES 
Supply Chain Management Regulation 42 

as at 30 June 2017 
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